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INVENTORY TURNABOUT? 


Firm final demand is inducing a change in the direction of inventory buying 


HE PACE of business clearly quickened in late 
ik and early July. The change in tempo ap- 

peared in a surprisingly wide range of business 
indicators. Almost every leading indicator available 
showed improvement, and virtually every component 
of the industrial production index was rising toward the 
close of the second quarter. 

In June, unemployment declined somewhat, on a 
seasonally adjusted basis (ewing partly to the statistical 
vagaries of seasonal adjustment in such a volatile 
series); and nonfarm employment showed a moderate 
rise. In factory employment, an area hard hit by the 
1958 recession, an eighteen-month decline was arrested; 
and industries reporting increases in factory jobs were 
far more numerous than those showing decreases. Per- 
sonal income, which had been drifting upward as long 
ago as March, advanced more rapidly in June, as the 
annual rate of wage and salary disbursements rose by 
$2 billion. 

Underneath these broad measures, weekly statistics 
for June and early July point to a definite firming. In 
many raw materials lines— paper, paperboard, coal, 
petroleum, lumber, chemicals—weekly figures and trade 
reports indicated a higher level of shipments and orders. 


A Fall in the Ratios 

While the supply of figures for June and July is still 
thin, the major influence working on the production 
rates of general business seems to have been a slight 
improvement in final demand and, consequently, a 
firmer tone in inventory demand. By May, the reduc- 
tion in manufacturing inventories had finally caught 
and passed the decline in new orders, and inventory- 
sales ratios in the majority of industries had begun to 
fall. Liquidation at the same time had reached the 
finished goods level. More than half of the reduction in 
seasonally adjusted inventories in manufacturing in 
May was in finished goods—by far the highest propor- 
tion since the onset of liquidation in late 1957. 
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By June, the composition of liquidation had appar- 
ently taken on the form that it usually takes in late 
stages of an inventory cycle. Beginning then, the reduc- 
tions in in-process stock ceased, reductions in raw mate- 
rials stocks slackened, and liquidation of finished goods 
accelerated. 

As a result, production rates have been raised, making 
raw material inventories look relatively smaller, and 
stimulating the flow of new orders to industries produc- 
ing raw materials. A large number of industries have 
had this happen to them at almost the same time—for 
the obvious reason that manufacturing industries de- 
pend upon each other for both orders and supplies. 


The Course Usually Run 


Once well started, this process characteristically runs 
a course that leads into inventory accumulation; and 
there is no very compelling reason now to expect the 
process to fall short of accumulation. Manufacturers 
liquidated inventories at an annual rate of $7 billion in 
May and June, somewhat higher than the annual rate of 
$6 billion in April. With manufacturing output, sales, 
and new orders all running well ahead of their April 
lows, a gain in inventory demand over the June level 
seems a reasonable hypothesis for the autumn months. 

In two other areas of business conditions, the pros- 
pects for demand are clearly improved. Construction 
contract awards, as recorded by F. W. Dodge Corpora- 
tion (reported monthly in “Selected Business Indica- 
tors” in The Business Record) and by Engineering News 
Record (reported weekly in the Desk Sheet) have been 
describing an uptrend in this $50-billion-a-year industry 
for several months. On a seasonally adjusted basis, con- 
tract awards have been rising for both residential and 
nonresidential building, although the industrial and 
commercial component of the latter is still in the 
doldrums. 

As a lagged reflection of the rise in residential awards, 
housing starts have been climbing; and a further rise in 
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the rate of starts still seems foreshadowed in the very 
high rate of FHA commitments and VA appraisal re- 
quests of recent months. From the standpoint of out- 
put, the residential construction sector seems clearly in 
a better position than a few months ago, and the com- 
ponent of gross national product concerned with resi- 
dential building, after having subsided in the first two 
quarters of the year, will almost certainly be rising in the 
last two quarters. 

In nonresidential construction, the sharp rise that has 
appeared in contract awards has been dominated by an 
expansion of public awards, which have been running 
sharply higher than a year ago ever since mid-May. 
Private nonresidential activity is now apparently in 
neutral ground, with weakness in industrial and com- 
mercial building offset by firmness in institutional and 
other nonbusiness types. The combined private con- 
struction figure as it appears in GNP is thus likely to be 
in a moderate rise over the next six months, whereas it 
has declined in the first half of 1958. 

The strength in public construction suggests a third 
area of gross national product in which demand has 
turned more promising. Higher public outlays for build- 
ing (notably, higher public payrolls resulting from salary 
increases) and perhaps some stimulation to defense 
ordering for “‘small-war” material resulting from devel- 
opments in the Middle East point to a considerable 
increase in the government spending component of 
gross product in the last half of the year. 


The Trend of Profits 


Corporate profits in early 1958, according to the re- 
vised national accounts issued by the Department of 
Commerce in July, were running fully 25% below their 
average rate in 1957, and even further below the peak 
rates established in 1955 and 1956. On an after-tax base, 
and including inventory profits and losses, the rate of 
earnings in early 1958 was about a third lower than the 
peak of late 1956 and early 1957. 

Dividend payments have been maintained during this 
gradual decline of earnings in 1957 and during the sharp 
break of early 1958, with the result that undistributed 
profits have fallen precipitously, to the lowest level in a 
decade. 

Within manufacturing, the impact of the 1958 reces- 
sion on earnings has clearly been sharper and more 
widespread than the impact of the 1954 recession. This 
is owing partly to the fact that tax reduction in 1954 
cushioned the impact of recession on corporate earnings. 
In fourteen of fifteen selected major manufacturing 
industries (see chart), the return on investment in early 
1958 was lower than in early 1954; in ten of the fifteen, 
the decline was much sharper from early 1957 to early 


1958 than the decline from early 1953 to early 1954. 
(For a majority of the fifteen industries, return on in- 
vestment was higher in 1957 than it was in 1953, partly 
because of the presence of the excess-profits tax in 1953.) 

Particularly notable is the susceptibility of the post- 
war growth industries—the paper, chemicals, petroleum 
and rubber industries. These industries, which enjoyed 
a stable or rising rate of return in the preceding five 
years, showed a pronounced decline in 1958. Nor were 
large companies exempt. On an after-tax basis, all the 
size classifications for which the Securities and Ex- 
change Commission prepares data show a considerable 
downtrend in the rate of return in the last half of 1957 
and an abrupt further drop in early 1958. In the first 
quarter, the rate of return for corporations with assets 
over $1 billion was less than the rate of return earned by 
the smallest corporations (assets of less than $250,000) 
in the first half of 1957. 

The decline in earnings has been partly a reflection of 
a sharply reduced level of sales impinging on inflexible 
costs. Indeed, the correlation of sales trends with profits 
trends has been reasonably ciose. The only two manu- 
facturing industries showing an improvement in profits 
in early 1958 over early 1957 also enjoyed an increase in 
sales, while the sharpest declines in profits were in most 
cases associated with relatively sharp declines in sales. 

However, a number of interesting exceptions appear. 
The aircraft industry enjoyed a 5% increase in sales, but 
nevertheless suffered a 10% decline in profits. And the 
nonmetal durables industries—stone-clay-glass, furni- 
ture, lumber and wood products—suffered sharp drops 
in earnings with only relatively small declines in sales. 
In these and other instances, rising trends in costs or 
falling selling prices, or both, compounded the volume 
effects of recession. Moreover, the inventory profits being 
reaped in the great majority of industries, during the 
price rise of 1956-1957 had vanished by early 1958. 


Halt in Earnings Deciine? 


At this writing, only the barest indications of second- 
quarter profits trends are yet available. What quarterly 
reports have appeared thus far suggest that aggressive 
cost control and the stabilizing of sales volume have at 
least halted the decline in earnings, and have perhaps 
yielded a slight improvement. It is characteristic of cost 
control that it lags somewhat behind the trend of sales. 
It is now catching up; and the earnings outlook, while 
still far from the peaks of 1957, seems to point moder- 
ately upward, with a faster rise in prospect when sales 
rates climb back to normal. 

Rising depreciation allowances throughout the post- 
war years have been exerting a beneficial influence on 
the cash position of corporations. The rise at times has 


BUSINESS RECORD 


The Profits Trend in Manufacturing 


Rates of return on investment, in percentages, by quarters 
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been quite rapid—thanks to accelerated amortization 
programs during the Korean war and, to a smaller 
degree to the gradual effects of changes in depreciation 
rules permitted by the 1954 tax bill. Total depreciation 
allowances were running more than 40% higher in early 
1958 than in early 1954. 

Because of the rise in depreciation, and the sharp drop 
in profits, which are now running below 1954 even in 
dollar amount, depreciation has become relatively more 
important as a source of funds than it was four years 
ago. It is worth noting, however, that the rate of 
increase in depreciation allowances appears to be slow- 
ing. For manufacturing corporations, depreciation 
charged in the first quarter of 1958 amounted to $2.4 
billion, or about the rate prevailing in the last half of 
1957. The arresting of growth in this figure is partly 
attributable to a pronounced decline in rapid amortiza- 
tion of emergency facilities. Such amortization in the 
first quarter of 1958, amounted to $120 million, as com- 
pared to about $200 million in the first quarter of 1957. 

Corporate liquidity, as measured by the ratio of cash 
and government securities to current liabilities, has 
evidently begun to rise in the past two quarters, but it 
is still close to its lowest point of the postwar years. 
Assets of all corporations at the end of the first quarter 
were about equal to their level at the end of the first 
quarter of 1954, while current liabilities were more than 
25% greater. Liquidation of inventories in the second 
quarter, combined with a possible slight improvement 
in undistributed earnings and a lower rate of outlays for 
new facilities, may have helped to offset the usual 
seasonal decline of corporate cash in the second quarter 
associated with tax payments, but corporate liquidity 
is still apparently quite low by postwar standards. 

While the significance of a low liquidity ratio is hard 
to weigh, it carries a suggestion of restraint for dividend 
policy, inventory policy and capital appropriations in 
the last half of the year. Speculative behavior on the 
part of business executives may thus be a less striking 
feature of late 1958 than it was of late 1954 and early 
1955, when the last recovery got underway.! 


Consumer Assets 


During 1957, consumers added substantially to their 
financial assets: about $6 billion to their currency and 
bank deposits (almost all of which was in time and 
savings deposits); about $5 billion to their holdings of 
savings and loan shares; and about $7.5 billion to their 
private insurance and pension reserves. Their holdings 

1 Events in the Middle East, at this writing, obviously have a 
greater relevance to business attitudes than does the liquidity ratio. 
One might agree that in view of the low liquidity of the corporate 
sector, speculative behavior, if induced by international events, might 


lead to a dramatic rise in business borrowing and perhaps in interest 
rates 


of securities (excluding corporate securities) rose slightly 
despite some liquidation of savings bonds. Including, in 
addition to those assets mentioned above, the re- 
serves of government insurance and pension plans (but 
still excluding corporate securities), the net addition to 
assets in 1957 amounted to about $22.5 billion—some- 
what less than in 1956 and about the same as in 1955. 

The increase in consumer liabilities—in the form of 
mortgage debt, consumer debt and securities loans— 
was notably smaller than in any year since 1953, and 
the net increase in their equities was well above the 
average of the past half-dozen years. 

The saving forms discussed above exclude personal 
holdings of corporate securities, since fluctuations in the 
value of these securities often dwarf net new purchases. 
Unhappily for the personal sector, the break in the stock 
market in 1957 produced a financial loss to consumers 
which the SEC measures roughly as in the neighborhood 
of $50 billion—or more than twice as much as the net 
new saving in all other saving media. The bulk of this 
loss was incurred in the period from mid-July to mid- 
November—in the progressive fifteen-week withdrawal 
by 15% of securities prices. 

The financial assets of the personal sector evidently 
rising in early 1958, at a rapid rate, and saving in most 
liquid forms seem to have been substantially faster than 
in early 1957. Moreover, by mid-July, the securities 
markets had retraced more than half of the break of the 
fall of 1957, and thereby returned to the personal sector 
some $30 billion in capital values. 


Consumer Attitudes 

The calculated financial pcsition of the consumer 
sector was thus markedly strengthened in the first half 
of 1958. In addition, its rate of incurrence of new debt 
was slowed even further; one of the major components 
of this debt—instalment credit—declined significantly 
for the first time in the postwar years. (Operating 
against this improvement in financial position was the 
rise in the cost of living, and until the past few months 
a decline in the rate of personal income. Real per capita 
disposable income was running in early 1958 only 
slightly above the average level in 1954.) 

Much of the significance of these trends rests with 
changes in the distribution of incomes and assets, rather 
than with the aggregates involved. Very little informa- 
tion is available on these distribution effects. However, 
they are presumably reflected in the Survey Research 
Center’s recently released survey of consumer attitudes 
and inclinations to buy. As of midyear, this survey re- 
vealed that consumers consider their personal financial 
situation to have deteriorated somewhat during the 
preceding six months; fewer people (fewer relative to 

(Continued on page 303) 
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[See industry-by-industry breakdown on page 318) 


Executives Find Signs of Slow Business Recovery 


reported by the majority of the 196 industrial 

concerns participating in the Board’s midyear 
survey of the business outlook, but the consensus is that 
there will be no substantial or sustained rise in sales and 
profit levels before the turn of the year. As the president 
of one food company puts it: ““We feel that the general 
business outlook is for a rather bumpy bottom which we 
have just about reached, with slow improvement begin- 
ning in the fall.” 


[rene signs of business improvement are 


HOPE DEFERRED 


Disappointment at the slow pace of recovery during 
the first half of the year is expressed by a number of ex- 
ecutives, who had assumed that the business curve 
would be “an exact reversal of that experienced in 
1957,” opening at a low level and rising progressively 
each month to a relatively high level by the end of the 
year. Many admit that they find it “‘almost impossible 
to forecast during these times” and have had to revise 
downward their earlier forecasts of second-half-1958 
production, sales and profit levels. For example, the 
president of a steel company writes as follows: 


“Tt has been extremely difficult to forecast business 
expectations for 1958 and the situation has not improved 
up to the present. Inventory liquidation by our customers, 
in conjunction with low-level automotive production for the 
year to date have contributed to a, for the most part, dis- 
appointing year for our company.” 


Few respondents show any apprehension about a 
further decline in business levels, but many appear 
more or less resigned to the prospect of an indefinite 
interim period of adjustment and low-volume opera- 
tions. An organic chemicals manufacturer, for example, 
says: 

‘We can see nothing to indicate any change one way or 
another in the prospect for business for the balance of this 
year. Business could be better; it could be worse—when 
one type of business among our customers drops off, it 
seems that some others improve.” 


A manufacturer of industrial machinery also predicts 
delay in the arrival of a sustained upward trend in busi- 
ness levels: 

“Business in our field of capital goods will remain poor 


for the remainder of 1958, and, if a downturn in consumer 
purchases develops, it will remain so, well into 1959. There 
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are some reasons to believe that we have hit bottom, but 
none to indicate that an upturn is in progress or just around 
the corner. We do believe that during the last half of this 
year and into the next, essential projects (dictated by com- 
petitive considerations) in the capital goods field will be 
undertaken, and as such decisions may occur in bunches, there 
will be occasional appearances of recovery. However, it is 
anticipated that the trend will not turn up until there is 
some inspiration—until demand increases in relation to 
supply. Such inspiration can come from (1) increased con- 
sumption all along the line; (2) increased incentive to pro- 
duce profitably, and (3) lower prices.” 


WAITING ON DETROIT 


A substantial number of survey participants are 
counting on a revival of activity in the automobile in- 
dustry to provide the impetus for an upswing in their 
own operations, for as one cooperator puts it, “‘as the 
motor car industry goes, so we go.” 

One machine-tool producer observes: 


“Normally we sell approximately 65% to 70% of our 
products to the automotive industry, and the automotive 
industry has not been buying capital equipment. Our busi- 
ness has therefore suffered seriously. While we read and 
hear of a pickup in machine-tool orders, we have not seen 
any signs of this in our business as yet. Other lines of busi- 
ness must pick up first before we are affected.” 


Several cooperators report that they “struck a low 
point” in business activity during March, April or May, 
but have experienced successive monthly increases since 
that time. Many others are still waiting for some posi- 
tive sign that a general business upturn has begun. A 
foundry operator, for example, says: 


“Tt is our experience that general business does not seem 
to show much improvement until four to six months after 
our light gray iron business begins to turn up. For the past 
three months, this business has been bounding along at the 
bottom of the curve, and we are hopeful that the next move- 
ment will be up, although we have no assurances of that. 
Therefore, we are not very encouraged about the outlook 
for the balance of this year, and are among those who think 
it will be sometime after January 1, 1959, that a general 
business upturn will occur.” 


Companies in the nonmetal industry groups are gen- 
erally more optimistic about their second-half-1958 
business prospects than are survey participants in the 
metal industry groups. Sixty-eight per cent of the non- 
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metal-product companies reporting, for example, expect 
to bill more goods in the second half of 1958 than in the 
first half of 1958, as compared with only 47% of the 
metal-product companies anticipating such gains. The 
comparable ratios for increases in new orders during the 
latter half of 1958 are 70% for those companies in the 
nonmetal groups and 55% for those in the metal groups. 


ORDERS AND BILLINGS HIGHER 


The dollar value of new orders received during the lat- 
ter six months of the year is expected to exceed that of 
orders received in the first half of 1958 for 61% of the 
companies cooperating in the survey. Twenty-two per 
cent of the respondents anticipate no change in the rate of 
incoming orders, and only 17% expect to book less busi- 
ness in the second half of the year than in the first half. 

Estimated order levels for the second half of 1958, 
however, compare less favorably with new orders re- 
ceived in the second half of 1957. About a third (36%) 
of the survey participants anticipate that new orders in 
the latter half of 1958 will exceed in value those of the 
corresponding half of 1957, in comparison with more 
than two fifths (41%) that expect the incoming orders 
for the current period to fall short of year-ago levels. 
Almost a fourth of the companies (23%) predict little or 
no difference between second-half orders receipts in 1957 
and in 1958. 

More than half of the survey participants (56%) pre- 
dict that their dollar billings in-:the latter half of 1958 
will show improvement over the levels of the previous 
six months. Twenty-two per cent expect their second- 
half billings to approximate those of the first six months, 
and the remaining 22% foresee some drop in billings 
during the latter half of the year. 

Measured against dollar billings in the second half of 
1957, the outlook for dollar billings in the current six- 
month period is less encouraging. Fewer than a third 
(32%) of the survey participants expect to better their 
year-ago figures. Almost a half of them (49%) expect 
their dollar billings in the current half year to be below 
those in the corresponding half of 1957, and 19% foresee 
no appreciable difference in the dollar value of goods 
shipped in the two periods. 

“Introduction of new products,” ‘“‘advance in prices,” 
and “new plant capacity” are among the reasons cited 
for predicted increases in dollar billings. One manufac- 
turer bases its forecast of a second-half rise in business 
activity on “increased government spending for defense 
items, and some firming in plans for capital equipment 
expenditures among industries we serve.” 


PRODUCTION GOING UP 


Vacation shutdowns and a desire to avoid a build-up 
in inventories are explanations offered by various co- 
operators who are forecasting lower production rates 
than in the first half of the year, or are maintaining their 
existing rates in the second half despite a predicted rise 
in new orders and dollar billings. 
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However, one half of the survey participants plan to 
increase dollar output during the second six months of 
1958 as compared with the first six months. One fourth 
plan to maintain their first-half production levels, and 
the remaining fourth predict some decrease in the dollar 
value of goods produced during the latter half of 1958. 

Compared with production rates in the second half of 
1957, the rates projected for the second half of 1958 are 
lower for more than half (52%) of the reporting com- 
panies, higher for about a fourth of them (26%), and 
approximately the same for the remaining 22%. 

Various cooperators explain that they have “kept up 
employment”? and production rates in order to help 
maintain purchasing power, and “‘to hold the organiza- 
tion together and build for the future.’’ One cooperator 
explains that it can take these steps because it is “not 
plagued with obsolescence of inventory.” A paper com- 
pany, on the other hand, reports that unless orders pick 
up in the second half of the year, it will have to “stop 
the trend toward higher inventories and keep produc- 
tion in line with shipments.” 


INVENTORIES SHRINKING 


Dollar inventories have been scaled down since the 
beginning of the year in more than half (54%) of the co- 
operating companies, and remain at approximately the 
levels of January 1 in another 16% of them. Thirty per 
cent of the survey participants, however, have increased 
their inventory investment during the first half of 1958 
in order to “support a larger volume of sales,’’ “provide 
a wider range of merchandise to maintain growth of 
volume,” or simply to be in a better position to satisfy 
the current “hand-to-mouth” buying and rush delivery 
demands of customers. As one manufacturer of refrigera- 
tion machinery observes, customers have reduced their 
own inventories, and now “seem to want to avoid plan- 
ning any further ahead than is absolutely necessary, 
which sometimes makes production scheduling a night- 
mare for us.” 

Divergence in inventory trends is marked when dollar 
inventories are related to current sales volume. Since 
January 1, 1958, the inventory-sales ratio has increased 
in approximately a third of the cooperating companies, 
remained constant in another third, and decreased in 
the remaining third. 

A good majority of the survey participants (57%) 
expect their investment in inventories to decline during 
the second half of 1958. About one in four (26%) pro- 
poses to hold inventories at existing levels, and the re- 
maining 17% anticipate that inventories will rise above 
mid-1958 levels during the latter half of the year. 


CONFLICTING CAPITAL OUTLAY TRENDS 


Cooperators’ reports on capital expenditure plans for 
the second half of 1958 disclose no definite trend either 
up or down from first-half levels. Thirty-one per cent of 
the companies say their capital outlays will be higher in 
the second half of the year, 30% say they will be lower, 
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and 39% say they will continue to spend at the same 
rate as during the first half of 1958. 

Many of the cooperators explain that their plans for 
capital expenditures reflect a continuance or completion 
of programs started a year or more ago rather than new 
projects authorized in 1958. Others point out that pro- 
posed outlays are not for new facilities or added capacity 
but are rather for “emergency repairs,” “modernization 
and improvement of existing equipment,” “installation 
of mechanical equipment,” and “materials handling and 


processing designed to improve the quality of our 


product.” 

Still other cooperators point out that they spent only 
minor or nominal amounts for capital projects during 
the first half of 1958, so that the percentage changes in- 
dicated do not signify any major difference in dollar out- 
lays as between the first and second halves of the year. 


RISING PROFITS 


The majority (54%) of the survey participants expect 
to earn more before taxes in the second half of the year 
than in the first half. One in four (25%) of the respond- 
ents expects to fare neither better nor worse in the 
second half than in the first half of the year, and about 
one in five (21%) expects his pretax profits for the 
current six-month period to fall short of those for the 
first half of 1958. 

A much higher proportion of the respondents—nearly 
three out of every four (73%)—expect their 1958 profits 
before taxes to fall short of those for the year 1957. 
Another 8% expect to equal their 1957 profits record, 
and fewer than one in five (19%) of the survey partici- 
pants predicts higher pretax profits this year than last. 

Some of these latter companies credit the improve- 
ment in their profit outlook to “increased volume” and 
“price advances” but others cite “new products,” 
‘{mportant new outlets for products” and “increased 
economies within the organization” as reasons for the 
predicted rise in earnings. 

Typical of the reasons most frequently cited for a 
prospective drop in profits below 1957 levels are the 
comments of one machinery manufacturer: 


“The decline in profits is attributable to two factors. The 
first is a definite squeeze upon gross profits, largely due to an 
increased cost of manufacture, a lower total production 
over which to distribute our burden, and a very highly 
competitive market in which even established price struc- 
tures are no longer being rigidly observed. The second factor 
is the extraordinarily large unfilled order position that our 
company had during the last quarter of 1956, which caused 
abnormally high profits to be reflected during the first six 
months of 1957.” 


A “RESPECTABLE” YEAR 


Despite the many reservations and doubts expressed 
about any rapid rise in business, the survey replies reflect 
an underlying optimism typified by this comment of a 
general industrial machinery company vice-president: 
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“We feel reasonably optimistic about this fiscal year. We 
are continuing very aggressive efforts in the sale of our 
products, as well as making every possible effort to reduce 
the costs of manufacture and to improve the efficiency of our 
organization. We feel that we will have a respectable year 
in so far as both sales and profits are concerned.” 


Enrw Bairp Lovetu 
G. CuarK THOMPSON 


Division of Business Practices 


Inventory Turnabout? 
(Continued from page 300) 


the survey six months earlier) reported that they were 
better off than a year ago, and more said that they were 
worse off. The survey revealed the sharp differential 
impact of unemployment that lies underneath the ag- 
gregates for the personal sector. Sixteen per cent of all 
families comprising the universe of the study reported 
some unemployment, and most of the unemployed re- 
ported that they had had to cut down their purchases, 
reduce their rate of saving, borrow or “expand their 
payables,” as the accountant would put it. 

Viewed broadly, the survey suggests that consumer 
attitudes had not declined further in the first six months 
of 1958, but had not yet begun to improve. Buying ex- 
pectations were about unchanged from last December, 
and the proportion expecting bad times during the next 
twelve months had risen. A larger proportion of con- 
sumers expected prices to decline over the next year, 
but the proportion was not so large as in mid-1954. 
(The disappointment of such expectations in 1954 was 
evidently not a serious depressant to retail trade; the 
expansion of income and brightening of attitudes that 
accompany the up side of the business cycle apparently 
can outweigh price considerations.) 


End Products Must Be Moved 


The impact of recession on the business and consumer 
sectors in 1958 has more or less paralleled 1954; if any- 
thing, it has struck a little harder at assets and expecta- 
tions of these final buyers. The big question for late 1958 
is whether their demand for end products will recover 
with more or less vigor than in 1955, and on this more 
significant issue there is as yet little direct evidence. 
One can argue that the moderate recovery of inven- 
tory demand that is coloring almost every business 
statistic will necessarily carry consumer spending and 
business investment along with it. This is an argument 
(and a strong argument) by analogy; it will take a rise in 
retail trade and at least a stabilizing of investment pro- 


grams to prove it. ALBERT T, SOMMERS 


Division of Business Analysis 


EXPLORING THE 1958 AUTO MARKET 


Both short-term and long-term influences are playing important roles this year 


mobile market led to the conclusion that car sales 

in 1957 were “disappointing.”! The disappoint- 
ment stemmed from the fact that sales were running at 
an annual rate of 6 million units, compared with a 
generally expected total of 6.5 million units for the year 
as a whole. If 1957 was a disappointment, 1958 has been 
a good deal more frustrating to the industry. Sales of 
cars so far this year are at a seasonally adjusted rate of 
about 4.6 million, the lowest level since 1952, when 
restrictions on materials and credit controls kept a lid 
on the industry’s performance. 


AST YEAR at this time an appraisal of the auto- 


Seeking the Reason 


The sharp drop this year in car sales took place 
despite the presence of conditions that might be ex- 
pected to produce a more lively market: the best sales 
year on record was 1955 and most of the credit obliga- 
tions that were incurred have now been repaid. And as 
the average age of cars that are turned in for new cars 
has been about three years, there is a larger-than-usual 
reservoir of potential trade-ins. The number of cars sold 
in the three-year period 1954-1956 (cars now two to 
four years old) was 18.7 million, the greatest for any 


1 The Business Record, August, 1957, pp. 358-360 


The Sharp Drop in Car Sales and Car Output Lagged Be- 
hind Start of Recession by Almost Half a Year 
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three-year period on record and 25% more than for the 
like age groups prior to the 1955 auto boom. . 

The poor performance of automobile sales this year 1s 
in large part a result of the recession, but at least two 
other influences have also contributed: 

1. There are indications that the style preferences of 
a sizable number of consumers have undergone change; 
for the first time, the small car has emerged as an im- 
portant factor in the market. 

2. The number of cars on the road has been increasing 
rapidly throughout the postwar period. Consumer 
stocks have almost doubled in the past decade, and 
there are now about 1.1 passenger cars per household, 
compared with about .8 ten years ago. (These figures 
include passenger cars bought for business use.) Net 
growth of the market is now more dependent on in- 


New-car Registrations: Actual and Calculated 
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Sources: Federal Reserve; Bureau of labor Statistics; Department of Commerce; The 
Conference Board 


creases in the number of two-car families, and the small 
imported car has evidently achieved a high penetration 
of this market. 


The Recession Factor 


It is a notable fact of the current business decline that 
automobile sales did not drop until the recession was 
well under way (see chart). As late as December, 1957, 
five months after the start of the recession, car registra- 
tions were at a seasonally adjusted annual rate of 6 
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Foreign Cars Increase Their Market Penetration as Sales of 
Domestic Cars Slump 
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million, a level that had prevailed for two years. Sales 
plummeted in January, and by March the annual rate 
was in the neighborhood of 4.3 million (of which 300,000 
was accounted for by imports). 

Various explanations have been presented to account 
for the sharp drop, the major ones having to do with the 
recession and styling. Some indication of the effect that 
the recession has had may be seen by comparing the 
drop in automobile registrations with the rise in unem- 
ployment in the various states. If the slump in sales was 
largely owing to a wholesale rejection of the current 
styles, the decline should have taken place more or less 
in equal degree throughout the nation. But an inspec- 
tion of state-by-state unemployment data shows that 
the states with the largest increases in the number of 
jobless have tended to record the greatest declines in 
sales of automobiles. 

Car registrations for the first quarter of 1958 were off 
23% from the first quarter of 1957. Insured unemploy- 
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There Has Been a Big Rise in the Past Two Years in the 
% Number of Two-car Families 


WITH INCOME 
OF $ 10,000 
OR MORE 


1952 1953 1954 1955 1956 1957 


Source: Federal Reserve 


ment was up 91% over the same period. Six states had 
more than the average increase in unemployment and 
more than the average decrease in registrations. Twenty- 
two states had less than the average unemployment rise 
and less of a decline in registrations. The twenty-eight 
states in these two groups accounted for two thirds of 
the total registrations for the first quarter.1 An inspec- 
tion of the registration figures by regions shows that the 
largest drop in registrations took place in the East 
Central states, centers of durable goods manufacturing 
industries and the principal areas hit by the recession. 
Declines of lesser magnitudes (in three states there were 
increases) occurred in the New England, West Central 
and Mountain states.? 


Seeking a Norm 


Automobiles were not the only type of consumer dur- 
able goods subject to cutbacks in spending. During the 
first four months of 1958, television sales at retail were 
off 16% and radio sales were down 20% from the year 
before. A major reason for the sharp curtailment in 
automobile purchases, it would seem, is to be found in 
income and employment trends rather than in style 
factors peculiar to the industry. 

If the conclusion can thus be made that recession is 
the major trouble in the automobile market, would a 
recovery in business bring car sales back to the level of 
1956 and 1957? For that matter, were the 6 million sales 
in 1956 and 1957 “normal’’? What is a “normal” annual 
rate of sales for automobiles? 


1 Seven of the eight largest states by number of registrations fall in 
one or the other of these two groups 

2 The industrial states of Michigan and Ohio posted declines in 
registrations of 41% and 31%, respectively. All eight Mountain states 
(mainly farming and cattle areas, which have done comparatively well 
this year) had declines of less than 20%. Five of the seven key farm 
states (Minnesota, North Dakota, South Dakota, Iowa, and Ne- 
braska) had declines of less than 17% 
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Increase in the Number of Cars on the Road Foreshadows a 
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In the past six years, sales have ranged from 4.2 
million to 7.2 million. Since 1949, the average deviation 
from one year to the next has been over 1 million units. 
The fluctuation in sales in the postwar automobile 
market strongly suggests that no narrow definition of 
“normal” can be applied to any single automobile year. 
Incomes, credit conditions and uncertainties of the busi- 
ness cycle, as well as considerations of style, set a broad 
range within which the sales rate fluctuates. 


Car Sales and Income 


Correlation of automobile sales with incomes throws 
some light on how the market tends to respond to the 
general state of business. A regression equation that in- 
volves the number of spending units, the level of income, 
and the change in income from the preceding year indi- 
cates that car sales could be expected to be in the neigh- 
borhood of 4.9 million units in 1958, as compared with 
the actualities of 6 million in 1956 and again in 1957.4 
Thus most of the drop in car sales can be explained in 
terms of a drop in income. 


The Small Car 


Although style may not be the root of the automobile 
industry’s difficulties, it does play some part: witness the 
spectacular performance of the small imported car. At 


the same time that sales of American cars have fallen 
(with the notable exception of one model widely adver- 
tised as a small car) foreign cars have maintained an 
unbroken advance since 1955 (see chart). Foreign car 
sales, which accounted for only .5% of new-car regis- 
trations in 1954, are currently registering a market 
penetration of over 7%.” 


Factor of Two-cor Ownership 

The advent of the small car opens up some interesting 
speculation on the increase of families owning two or 
more cars. The number of these spending units rose from 
4% of the total in 1952 to 10% in 1957. In this latter 
year the two-car family accounted for about 17% of 
all car-owning families. 

Ownership of two or more cars rises sharply with in- 
come. Eleven per cent of the spending units with in- 
comes between $5,000 and $7,499 owned two or more 
cars in 1957; the figure is 23% for those with incomes be- 
tween $7,500 and $9,999, and it is 37% of all units with 
incomes of $10,000 or more.* A comparatively high in- 
come has thus far been one of the major determinants of 
multiple ownership. But the recent availability of low- 
cost, low-maintenance vehicles, with adequate service 
facilities, may have important structural effects on the 
size of the car market over the next several years. 


The Curb on Credit 


Credit curbs have acted to depress car sales this year 
—but the curbing has been done by the public. The 
credit has been available but consumers have not been 
assuming new obligations for automobiles at the same 
rate they had in recent years. The length of terms has 
stretched out only fractionally, despite the more 
vigorously competitive sales situation. In May, the 
average length of maturity of auto paper outstanding 
was twenty-two months—less than a month longer than 
at the same point in 1957. And the proportion of cars 
sold on credit has failed to show its usual seasonal rise 
this spring. 


1 The equation, based on the years 1949-1957, is: 

Xi equals —17,010.4424-4-1.4126X2+168.1550X3 where X; equals 
new registrations in thousands of automobiles, X2 equals real dis- 
posable income per spending unit in 1947 prices, X; equals the per 
cent of current to preceding year’s real disposable income per spending 
unit. R=.78. The coefficient of correlation is somewhat low owing to 
the limited number of years in the postwar period and the undue in- 
fluence of two unrepresentative years upon the equation (production 
was depressed.iu 1952 by credit and material controls following the 
Korean war; in 1955, production was boosted by a unique combination 
of engineering and styling advances and an extension of the time-pay- 
ment period in credit terms) 

The use of a regression equation utilizing prewar relationships be- 
tween income changes and the number of households (The Business 
Record, January, 1956) yields approximately the same indicated re- 
sults for 1958 as the postwar equation presented here. It is also in- 
teresting to note that a recovery in income in 1959 of the same mag- 
nitude as the rise after the 1954 recession would yield sales rate of ap- 
proximately 6.6 million cars 

? The recession may have assisted the small foreign car in its in- 
vasion of the domestic market. The smaller import is less costly to 
operate and maintain, and on the average sells for about half the price 
of the average United States car 


3 “Survey of Consumers’ Finances,” Federal Reserve Bulletin, June, 
1957, and earlier issues 
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Consumer reluctance to go into debt seems to have 
been confined largely to the auto market. The latest 
credit data now available (May figures) disclose that 
credit extensions for new and used cars combined were 
running 18% behind the previous year; obligations for 


The Shifting Seasonal 


The uncertain seasonality in automobile buying 
makes it difficult to determine current sales in annual 
rates. The pronounced spring pickup that used to take 
place has moderated considerably since the war. 

During 1935-1939, automobile sales rose about 
80% between the winter low and the spring high. 
In the year’s best month during 1952-1955, the sales 
gain posted was about 50% over the lowest months. 
The average for 1956-1957 indicates that the seasonal 
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swings were lessened still further. The best month for 
sales (May) was less than 30% better than the poorest 
month (January). 

The problem of the shifting seasonal has thus to be 
taken into account in deriving annual rates from cur- 
rent sales. If the seasonal pattern of 1956-1957 is used, 
sales for the first four months of 1958 were running at 
an annual rate of 4.6 million cars. But they were run- 
ning at an annual rate of close to 5.0 million units if 
the period 1952-1955 is used to figure seasonality. 
Sales rates for imported cars were at an annual rate of 
about 300,000 units (1956-1957 seasonality). The in- 
dicated sales total for United States cars in 1958 is 
thus between 4.3 million units and 4.7 million units. 
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other consumer goods were being incurred at the same 
rate as they had been in the year before, and were not 
much below the peak set in August, 1957. 


The Scrappage Rise 


Production of new domestic cars in 1958 may fall 
short of the number of cars scrapped during the year for 
the first time since the end of World War II. Output 
this year is running just over 4 million cars—its lowest 
level in six years. Scrappage during 1958 is likely to 
exceed 4 million units.! 

The growing number of cars scrapped annually is a 
reflection of the large number of cars manufactured in 
the postwar period, and the consequent growth of the 
stock of cars on the road. Total registrations have risen 
81% over the past ten years and were almost 56 million 
at the beginning of 1958. 

The composition of the stock, by age, and the rate of 
scrappage for each model year suggest that scrappage 
should be running at about 5 million units annually 
by 1961. The average age of cars at scrappage is cur- 
rently about nine years—a sharp drop from the recent 
average of twelve to fourteen years. The number of 
prewar cars on the road has been contracting sharply, 
and they now make up less than 5% of the total stock 
on the road. 

The scrappage of cars made in the early postwar 
years has already assumed significant proportions and 
now accounts for over two thirds of all retirements from 
use. Of all the 1946’s and 1947’s produced, less than one 
half are still operating. At the current average age at 
scrappage, even without any further growth in the stock 
of cars, the number of cars being taken off the road 
will eventually rise to a level of approximately 6 million 
annually. 

The rate of scrappage is apparently, in the short run, 
little affected by the rate of production of new cars or by 
the state of the used-car market. There is no correlation 
between changes in the quantity of new cars produced 
and changes in the number of cars scrapped. And al- 
though the prices prevailing in the used-car market do 
have some effect upon the decision whether to refurbish 
for resale or to scrap a vehicle, the condition of the 
vehicle itself is the main determinant. By the time the 
average automobile has passed its seventh year, it has 
depreciated by over nine tenths of its original value.? 
By the time a vehicle has passed its ninth year (current 
average age at scrappage), the necessity for even a 
moderate amount of repair work may lead to a decision 


to scrap. 
iL William B. Franklin 


Division of Business Analysis 


1 The basis for this estimate and the estimates for 1959-1961 ap- 
pearing in the chart is the relationship between the age of cars scrapped 
and the stock of cars on the road, by age group. There has been over 
the past several years a consistent relationship between the age of 
cars by model year and the proportion withdrawn from use 

2 In the spring of 1958, the Automotive News average auction price 
for 1951 model cars was $182—only 7% of the average price for a 
1958 automobile 


Department Stores in a Decade of Change — Il. 
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transformed the postwar consumer market none 
has had greater consequence than the migration 
of city dwellers to the suburbs. And of all the sectors of 
retailing, none has been more severely affected by that 
migration than the department store. What are some of 
the problems produced by that movement? And how 
are department store managements meeting them? 
While the country’s population has been expanding 
at an annual rate of about 1.7%, growth has been sub- 
stantially below that level in the cities and, well above 
it in the environs. The suburban population has been 
gaining at the rate of about 5% a year, that of the cities 
about 0.75%. From 1950 to 1957, the suburbs grew six 
times faster than the central areas. 


()' ALL THE forces that have so extensively 


The Customers Who Move 


Measured in terms of buying power the divergence 
between town and country growth has been greater than 
population numbers would suggest. For the families 
that go suburban are generally the more affluent. In any 
event they spend more than those that continue on in 
town. All of which adds up to the fact that the American 
market is taking on more and more a suburban flavor. 
How rapidly this is happening is suggested by trends in 
twenty top-ranking standard metropolitan areas that 
account for almost three fifths of the nation’s sales in 
such areas. Between 1948 and 1954, the last year for 
which facts are on hand, the central cities of those areas 
gained only 7% in sales volume. Over the same time 
span, retail activity in their related suburbs was up 60%.! 

The consequences of the suburbanization process are 
striking. By 1956, according to an extensive study of 
consumer spending made by Alfred Politz Research, 
Inc., for Life magazine, a large fraction of retail demand 
was being generated by out-of-city households. Specifi- 
cally, close to half of all metropolitan area sales of goods 
and services represented purchases by such families. For 
apparel and home furnishings—merchandise lines which 
account for three fourths of total department store 
activity —the percentage is 46%. For clothing it is lower; 
for furnishings it is a lot higher. 

Department stores are particularly vulnerable to the 
scatter of population. Four fifths and more of their busi- 


This is the second in a series of articles on the competitive position of de- 
partment stores. The next instalment examines merchandising and operating 
results 
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ness is done in the city. But while the big store is bound 
to Main Street, by formidable investments buying 
power has been going suburban. Unlike the specialty 
store which can pick up and make for greener markets 
at reasonable financial cost, department stores are by 
comparison immobile. They can, through elaborate and 
expensive promotions, lure back some of the trade that 
has left town, but only a fraction of the business can thus 
be regained. The only reasonably effective alternative 
is the pursuit of the consumer into suburbia through the 
opening of branches. But this, too, has its limitations. 

First, not all suburban areas are sufficiently popu- 
lated to warrant the investment involved in setting up 
a full-scale department store, the most elaborate of all 
retail enterprises. Many communities do eventually 
evolve into suitable sites but in the meanwhile the city 
store experiences an erosion of its market. 

Even in more sizable suburbs, the problem of estab- 
lishing a branch outlet poses some tough decisions for 
big-store merchants. For instance, at what point does a 
community qualify? A welter of difficult considerations 
are involved in making such a determination. What is 
the buying power of the community? How promising is 
its growth potential? How adequate are existing local 
and reasonably accessible shopping facilities? How ex- 
tensive a trading area can a branch store count on? 


The Stores That Stay Put 


Of considerable pertinence, too, is the adverse effect 
a branch is likely to have on its in-town parent store, 
particularly in instances where the latter is doing only 
a marginal business. For a large portion of the down- 
town store’s suburban business is lost with the coming 
of a branch outlet. 

Despite these difficulties department stores have de- 
terminedly branched out in the years since the war. 
About 10% of their total trade was done in the outskirts 
back in 1948, but last year the proportion ran closer to 
20%. Sales figures alone fail to define the full thrust of 
the big stores’ invasion of the environs. 


1 The Bureau of the Census defines a standard metropolitan area as 
“an integrated economic unit with a large volume of daily travel and 
communication between the central city and the outlying parts of the 
area.”’ An area may include more than one but no more than three 
central cities. Throughout this study the term suburb is defined as 
“the outlying parts of the area.” This is not fully consistent with the 
more prevalent notion of the suburbs as an area having a high ratio of 
homeownership and better-than-average income groups. The defini- 
tion used here—which provides the only basis on which systematic 
ges are available—includes such communities, but other areas 
as we 
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For example, about 45% of a large number of major 
standard metropolitan areas reviewed in terms of de- 
partment store facilities had out-of-city outlets in 1948; 
six years later close to two thirds of these areas were 
serviced by branch department stores. In addition, 
about three fourths of those communities already pro- 
visioned with suburban enterprises in 1948 increased 
their branch-store count during the period. All told, a 
total of 117 new department stores were opened in those 
metropolitan areas in the six years, and of that number 
ninety were set up in the outskirts. By that time close 
to two fifths of the department store units in the areas 
studied were out-of-town enterprises. 


Getting the Suburban Trade 


The importance of suburbanizing operations in the 
department store’s effort to sustain its traditional stand- 
ing in the market place can hardly be overstated. The 
following case studies are illustrative. In 1948 all six 
department stores in the Rochester metropolitan area 
were located in the centrai city. In that year they se- 
cured 39% of the area’s total retail sales of apparel and 
home furnishings.! By 1954 a suburban outlet had been 
added in the area and the relevant market penetration 
ratio climbed up to 40%. 

Conversely, the Milwaukee area had twelve in-town 
stores both in 1948 and 1954 but none in the suburbs— 
and over those years the big stores’ apparel-home 
furnishings market share skidded from 46% to 44%. It 
is likely that Milwaukee’s environs, which accounted 
for barely a twentieth of the area’s retail business, did 
not warrant a branch outlet. Nevertheless, during the 
period some consumer demand must have seeped into 
the suburbs. In any event, department stores failed to 
maintain their competitive position in the area. In the 
six years, total in-town sales of the indicated hard and 
soft goods remained static, but suburban sales just 


Department Stores’ Competitive Strength 
in City and Suburb 
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about doubled. Downtown stores experienced a market- 
share decrease to 47% from 48% in the city of Milwaukee 
proper. This suggests that suburban families have a 
greater-than-average propensity to patronize the big 
store. 

Through a vigorous program of creating branches, 
department stores have made impressive inroads in the 
nation’s most virile market sector. But all the ground 
they have won does not compensate for the competitive 
loss the Main Street stores have experienced. Detailed 
study has been made of retail trends in twenty-four 
selected standard metropolitan areas for which com- 
plete and comparable figures are available for the busi- 
ness census years 1948 and 1954. Those areas accounted 
for about two fifths of the nation’s department store 
volume in the latter year. During the period under re- 
view, the suburban proportion of total area retail sales 
of apparel and home furnishings grew from 18% to 24%. 
Department stores pushed their suburban market pene- 
tration ratio from 20% to 23% for the relevant classes of 
goods. Figures for the central cities fell from almost 
37% in 1948 to 34% by 1954. Since the city accounts for 
most of the sales volume, the department stores’ com- 
petitive standing for the entire metropolitan area slipped 
from roughly 34% to 32%. 


The Lost Market 


The fact that department stores improved their rela- 
tive position in the environs but simultaneously lost out 
in the metropolitan areas generally warrants a closer 
look. First, the new branch takes some trade away from 
the downtown emporium: to some extent, what gets 
chalked up as a sales gain for the suburban store is often 
merely a shift in point of sale. Secondly, families aban- 
doning apartment living appear more department-store 
prone than those remaining in town. These factors tend 
to erode the relative market standing of the downtown 
stores. The branches certainly pick up a good portion of 
the trade gone suburban, but since not all environs have 
big-store facilities some of the business is lost. The fact 
that the department stores’ market share in suburbia;is 
only about two thirds of what it is in town is suggestive: 
with only part of the relative loss in downtown business 
recaptured in the outskirts, the department stores’ 
general area position has declined over the years. 

With the family’s move from city to suburb have come 
shifts in expenditure patterns of particular pertinence to 
department store business. The suburban household is a 
bit bigger, it has greater buying power, and its needs 
and preferences have gone through a considerable meta- 
morphosis. Clothing is a smaller item in the suburban- 
ite’s budget both in relative and absolute terms. City 
folk spend about 14% on apparel while suburban 
dwellers spend under 11%. In actual expenditure terms 
the average metropolitan resident lays out about 17% 


1 For a description of the method used in defining total market and 
the derivation of department store market penetration ratios, see 
pages 263 and 2665 of the July, 1958 issue of The Business Record 
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more for apparel. It is the woman’s wardrobe that gets 
hit hardest as the family goes rural. The fact that rela- 
tively fewer suburban women are working probably has 
much to do with that. In any event the commuting 
male reduces his clothing outlay by 5%, while the 
woman cuts back by almost 20%. It also takes a bit less 
to dress the suburban child than the city child. 


Keeping the Suburban Home Furnished . . . 


But if the chalet in the provinces means wearing the 
coat an extra winter, home furnishings make a very sub- 
stantially bigger claim on the family’s finances. The 
apartment in town takes somewhat more than 7% of the 
budget, but 9% goes for home furnishings in the sub- 
urbs. Translated into monetary terms, suburbanites 
spend a third again more for home furnishings than do 
urban families, 

Just about every category of furnishing entails a very 
much larger expenditure in the house and garden world. 
Four fifths more is spent for floor covering, about half 
again more for appliances, a fifth more for bedding and 
linens, about a tenth more for furniture, and a fifth 
more for “other house furnishings and equipment” — 
the catch-all category that includes everything from 
bathinettes to embroidery hoops. 

A comparison of the location of demand, on the one 
hand, and the distribution of actual retail sales, on the 
other, gives findings that are not unexpected in sub- 
stance but are somewhat surprising in the magnitude of 
the figures. 


- - . Furnishes Business to the City Store 


For it is found that a large proportion of the suburban- 
ites’ apparel and home-furnishings needs are satisfied 
not by the neighborhood store but by the central city 
merchandiser. In the Life study of household spending 
in 1956 it was indicated that close to 46% of standard 


metropolitan area demand for apparel and home 
furnishings was generated by families living in the 
environs (41% of total area clothing buying, and 
51% of home-furnishing purchases). 

According to the close-up study of twenty-four se- 
lected standard metropolitan areas described earlier, 
suburban retail outlets, (department stores and 
specialty stores together) accounted in 1956 for an esti- 
mated 26% of metropolitan area sales of apparel and 
home furnishings (apparel roughly 25%; home furnish- 
ings about 28%). A comparison of these point-of- 
purchase ratios with those relating to the origin of de- 
mand tells something about where consumers shop. For 
instance, of every dollar spent by standard metropolitan 
households for clothing and furnishings, 46 cents repre- 
sents buying by suburbanites» However, only 26 cents 
of it goes to suburban tradesmen, or 57%. The residual 
43% ostensibly finds its way to the city stores. 

A similar computation for the clothing category alone 
suggests that merchants located in the environs obtain 
almost 61% of this apparel money; the ratio runs higher 
for women’s and girls’ apparel, lower for men’s and 
boys’ wear. In the home-furnishing business, 55% of 
outskirt demand is satisfied in the immediate vicinity of 
origin. Suburban appliance shopkeepers appear to be 
more fortunate in this connection than furniture dealers. 

These numbers should not be taken too literally. 
They are derived from different samples, while point-of- 
sale census figures for 1954 have been updated two years 
to correspond with Life data. Further, the method used 
makes the assumption that families do all their buying 
within their own metropolitan market. But the con- 
clusions they point to are clear. 


Relating Markets to Outlets 


Against this background of consumer demand and 
fulfilment how effective are department-store mer- 


Sales Shift to the Suburbs 


Standard metropolitan area retail sales (department plus specialty stores) = 100% 
See text for description of areas on which data are based 
Sources: Department of Commerce; The Conference Board 
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The Origins of Buying Power: Apparel and 
Home Furnishings 
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Standard metropolitan area expenditures= 100% 

Sources; "Life Study of Consumer Expenditures” (Alfred Politz Research, Inc.); The Confer- 
ence Board 

chandising practices? Are the big stores taking full ad- 

vantage of suburban marketing opportunities? The 

findings suggest that the branch stores are not doing an 

adequate volume of the home-furnishing business. 

As the accompanying table indicates, there is a 
reasonable degree of parallelism between the structure 
of city store sales and market demand.’ The average 
metropolitan household, for example, spends 62% of its 
apparel-home furnishings dollar for things to wear, and 
such merchandise comprises 67% of the particular mer- 
chandise sales mix. In the home-furnishings sector ex- 
penditures come to 38% and sales to 33%. These findings 
are consistent with the fact that the big stores generally 
obtain a larger share of the apparel than of the home 
furnishings market. 

Turning to suburbia we find an enormous gap be- 
tween what people are buying and what the branch 
store is selling. There, 52% of the relevant portion of the 
family’s budget goes for clothing, but such merchandise 
constitutes as much as 72% of the branch outlets’ 
apparel-home furnishings sales. Although expenditures 
for dress are deemphasized appreciably as the family 
leaves town, that category of goods actually becomes 
more important in the branch than in the downtown 
store. Coming in a bit closer, 42% of the urban family’s 
buying of apparel and home furnishings is accounted for 
by women’s wear; the comparable downtown stores’ 
sales relative is 50%. But when the family moves from 
the city, spending for women’s clothes falls to a third of 
the indicated budget, yet branch sales of such mer- 
chandise rise to 58% of the relevant items. 
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The situation in the men’s clothing sector appears to 
be in reasonable balance. When the family settles in the 
outskirts, there is some curtailment in such spending, 
and that line of merchandise also declines in importance 
in the branch store. That decline is steeper than the re- 
duction in relevant demand, but the commuting male 
apparently continues to do much of his buying in the 
city. 


Problem of Home-furnishing Merchandising 


With apparel assuming such an exaggerated signifi- 
cance in the branch outlet, home furnishings naturally 
become relatively less important. They fall to an esti- 
mated 28% of the suburban stores’ sales of the relevant 
items. But on the demand side, home furnishings take 
48% of the corresponding part of the suburbanite’s 
budget. Department stores generally are less effective 
competitively in this merchandise sector; also a some- 
what larger proportion of suburban home-furnishing 
than apparel buying is done in the city. However, the 
disparity between the structure of branch store sales and 
suburban consumer spending patterns is so pronounced 
as to leave slight doubt that department stores are not 
getting an adequate share of this suburban market. 

This is consistent with the findings of a survey 
recently conducted by Fairchild Publications. Early 
this year department stores were asked: ‘How does the 
per cent of sales to total store sales in the branch stores 
for divisions compare with the parent store percent- 
ages?”’ Of forty-two replies that listed home furnishings, 
only about 12% indicated that the ratio for that mer- 
chandise line was “higher” in branch outlets. Over half 
the answers indicated that it was “lower,” and a bit 
better than a third reported no meaningful difference. 
The suburban family, it will be recalled, spends almost a 
third more on these items than does the city family. 

While it is evident that department stores are failing 
adequately to tap suburban home-furnishing demand, 
this can be regarded as much as an indication of mar- 
ket opportunities as an evidence of less than fully effec- 
tive merchandising. 

Within such context the possibilities of increasing 
total branch store volume are sizable. An occupational 
illness of the department store business appears to be a 
chronic case of statistical incest. There is a ceaseless 
matching of sales with those of “‘a-year-ago” and with 
Federal Reserve figures. For all the merits of such 
measures the final test of department store performance 
is its effectiveness in accommodating to the shifting 

1 Tt is possible to compute from the Life data the proportion of the 
consumers’ apparel-home furnishings dollar that goes for each of those 
categories of merchandise. Information is also available from the 
Controller’s Congress of the National Retail Merchants Association 
concerning the relation between those classes of goods in the depart- 
ment stores’ sales experience. Certainly, it is not anticipated that such 
expenditure and sales ratios will be in absolute alignment, for tradi- 
tionally department stores have been stronger in some merchandise 
sectors than in others. However, the extent to which downtown de- 
partment store sales deviate from consumer spending patterns does 


provide some rough bench mark for appraising the merchandising 
performance of the branch store 
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The Disparity Between Suburban Demand and Branch 
Store Sales 
Apparel plus home furnishings = 100% 


Suburbs Central Cities 
Consumer Dept. Consumer Dept. 
Expendi- Store Expendi- Store 
tures Sales tures Sales! 


Women’s and misses’ apparel 


and accessories............- 33% 58% 42% 50% 
Men’s and boys’ wear......... 19 14 20 17 
Total apparel............ 52 72 62 67 
Furniture and furnishings. ..... 31 23 26 28 
Major appliances, TV, etc...... 17 5 12 5 
Total homefurnishings.... 48 28 38 83 


1 Stores with annual sales of $20 million to $50 million 
Sources: “Life Study of Consumer Expenditures” (Alfred Politz Research, Inc.); 
National Retail Merchants Association; Hr CONFERENCE Boarp 


needs of the market place. An improved alignment 
between branch stores’ merchandising efforts and subur- 
ban demand appears to be overdue. 


The Suburbanizing Trend 


In the immediate years ahead the major problem of 
department stores may continue to be the mass exodus 
of customers to suburbia. Whether this movement will 
accelerate or abate is extraordinarily hard to foretell. 
True, new household formation is now running at an 
average annual rate of about 800,000 compared with 
almost 1.5 million in the immediate postwar years, when 
returning servicemen and family undoubling pushed the 
count up. Another such boom in households is not pro- 
jected before the mid-Sixties, when the wartime babies 
come of age. 

But there are other factors which affect the pace of 
suburbanization that are somewhat less easily measured 
and considerably less predictable. Changes in income 
distribution, interest rates, the suburban housing 
market, city rental trends and availabilities, the quality 
of public services in major metropolitan centers and in 
quick-growth suburbs, the adequacy of commuting 
facilities, the migration of industry, and fashions in 
family size will be among the influences at work. 

In the shorter view, flight from the city appears to be 
continuing at a relatively high level. A rough barometer 
of that process, new building starts of one-family units, 
ran at a seasonally adjusted annual rate of almost 
1 million during the first half of the current year—a 
figure that is not only substantially higher than in 1957, 
but also above the postwar average. 

However, even some relaxation in the rate of exodus 
from the city in the coming years is not likely to make 
the competitive problems of the department store sig- 
nificantly simpler. Any decentralization of buying 
power means some dissipation of sales to the industry. 
More important, after a decade of furious branch build- 
ing the most promising sites have been taken. The 
branch business for some time now has probably been 


The Department Store Shopper: A Profile 
i a 


Characteristics of Shoppers by : aa 
Type of Retai! Stores iene siete 
of U.S. 

Department Clothing Furniture Population 


Males ..f.cceaomes + 31% 33% 41% 48% 

Females.......... 69 67 59 52 
Age: 

Under 30 years..... 37 43 40 35 

80 to 39 years...... 25 24 26 20 

40 to 54 years...... 22 20 Qi 23 

55 yearsandover... 16 13 13 22 
ee 
Annual household 

income 

Under $3,000...... Q1 23 21 $3 

$3,000-$4,999...... 37 37 38 36 

$5,000-$6,999..... 24 93 26 18 

$7,000 or more..... 18 17 15 13 
Occupation of employed 

White Collar...... 51 45 47 38 

Manualy a cine 49 55 53 62 
Residence 

Central city....... 38 30 33 29 

SUbUrD Eee eens 33 28 93 28 

Nonmetropolitan... 29 42 44 43 


Sources: “Zook Survey of U.S. Markets,” (Alfred Politz Research, Inc.); THE 
ConFERENCE Boarp 


in the phase of diminishing effectiveness. For while 
many promising locations are no doubt still available, 
and many new communities are probably evolving into 
profitable store markets, the suburbs are no longer an 
unexploited frontier for department stores. 

There are other processes in motion, though, that may 
augur well for the industry. Just as the geography of the 
market is in transition, so too are the characteristics of 
the average consumer. Those changes, it would appear, 
are slowly meking for a proportionately larger depart- 
ment-store public. This is suggested by a comparison of 
the characteristics of the big stores’ clientele and some 
of the main currents of change affecting the country’s 
consumers. In the fall of 1956, Alfred Politz Research, 
Inc., sponsored by Look magazine, queried consumers 
concerning the type of stores in which they shopped 
during a preceding two-week period, and classified the 
findings according to age of consumer, income, and other 
attributes. The survey was conducted in late September 
and early October, months that are reasonably typical 
in the department store business. From that study it is 
possible to draw a rough profile of the big stores’ clien- 
tele and compare it with that of competitive specialty 
stores and of the country’s population more generally. 

A notable difference between department and 
specialty store shoppers is the relatively high proportion 
of white-collar employees that make up the big stores’ 
customers. Of employed persons coming to department- 
store counters, over half are persons that work in an 
office. For specialty stores, the ratio is lower. In part, 

(Continued on page 317) 
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Renewed Strength in Consumer Prices 


AFTER LEVELING off in May, retail prices, as measured 
by THe ConrrrENnce Boarp’s consumer price index, resumed 
their upward movement with somewhat greater strength in 
June, 1958. Higher meat and used-car prices were the main 
factors in the 0.2% rise in June prices. This increase pushed the 
all-items index for the United States up to 107.5 (1953 = 100), 
which was 2.9% above the June, 1957, level. The purchasing 
_power of the consumer dollar lost 0.2 cent over the month as it 
fell to 93.0 cents (1953 dollar = 100 cents). This was 2.7 cents 
below its year-ago value. 


\ 


fractionally as lower coffee prices more than offset an advance 
in sugar prices. 


Used-car Recovery 


The main factor in the upturn of the transportation index 
was the strength prevailing in the used-car market. The used- 
car index rose slightly above its January, 1958, level, with an 
increase of 2.4% recorded in June. Public transportation 
charges, up 0.4%, also helped to push the index higher. A 
further decline in new-car prices, which were down 0.5%, only 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 
fone Lig ee ee es a ae ee Se 


1953= 100 Rebased Indexes 
Housing 
Purchasi All All 

=a Food Ton aa 5 Fuel, r Furnish- | Apparel | Trans- | Sundries Valodiet 4 Fil (eine ; 

‘o' t oe met pac : portation Dollar 1939=100)| -=100) 

1957 May...... 104.1 101.1 105.4 109.5 108.5 100.4 101.2 107.4 106.5 96.0 189.1 118.5 
Junet.. Ss 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 
SOV: 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 107.2 95.4 190.3 119.2 
August. 105.1 103.5 105.5 110.2 106.4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September 105.3 103 .6 105.7 110.3 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.| 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192.2 120.5 
December .| 106.0 103.6 106.3 111.1 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 

1957 Annualav..} 104.6 102.1 105.5 109.9 107.7 100.5 101.4 108.0 107.1 95.6 190.0 119.1 
1958 January...} 106.3 104.5 106.8 111.4 110.1 101.0 102.0 109.6 109.1 94.0 193.1 121.0 
February 106.6 105.4 106.9 111.6 110.0 101.0 102.0 108.8 109.3 93.8 193.5 121.3 
March. 106.8 106.4 106.8 111.6 110.2 100.7 102.0 108.5 109.4 93.6 194.0 121.6 
April. ..... 107.2 107.6 106.8 111.9 109.8 100.5 102.2 108.5 109 .6 93.2 194.8 122.0 

May *.550 107.3 107.8 106.8 112.0 109.3 100.3 102.0 108.8 109.7 93.2 194.9 122.2 

JUNE. esse 107.5 108.1 106.8 112.0 109.5 100.3 102.0 109.1 109.8 93.0 195 .2 122.3 

Percentage Changes 

5/58 to oe. | +0.2 +0.3 0 0 +0.2 0 | 0 | +0.3 +0.1 —0.2 +0.2 +0.1 
6/57 to 6/58. ...| +2.9 +6.0 +1.2 +2.2 +1.1 —0.2 +0.8 +1.5 +2.9 —2.8 +2.9 +2.9 


Over the month, food and transportation costs each were 
0.3% higher, while sundries were up only 0.1%. Housing and 
apparel prices were unchanged from their May level. 


Costlier Foods 


The price strength in foods again was one of the main 
factors in the June rise. While seasonally lower fresh vegetable 
prices helped to stabilize the fruit and vegetable index, sea- 
sonal forces combined with an already relatively short supply 
situation to give renewed strength to the rise in meat prices. 
Substantial price hikes for beef and pork sent the meat, fish 
and poultry index up 1.3%. The fruit and vegetable group 
was up only 0.2%, with prices of fresh fruits rising 6.5% and 
those of fresh vegetables falling 5.6%. 

The remaining three food groups were all cheaper in June. 
Cereal and bakery product prices, off 0.2%, dipped for the 
first time in more than two years. The dairy products and 
eggs index continued to decline under the impact of price cuts 
for eggs and butter. And the ‘other food’ group moved down 


partly balanced these advances. The sundries index moved up 
fractionally, with scattered increases being recorded through- 
out the group. 

The housing index was unchanged for the third consecutive 
month in June. General stability also prevailed within the 
index, as most major subgroups remained at their previous 
month’s level. A similar stability was exhibited by the apparel 
index. Both men’s and women’s clothing prices, as well as 
clothing service charges, remained at their May level. 

All major commodity and service groups were higher than 
in June, 1957. However, food, sundries and housing all rose 
less in the twelve months ending June, 1958, than in the 
previous twelve months’ period ending May, 1958. Food costs 
rose 6.0% from June to June, sundries were 2.9% higher, and 
housing prices advanced 1.2%. Transportation costs registered 
a slightly larger advance of 1.5%, while apparel costs moved 
up only 0.8%. 

Heten B. Junz 
Division of Consumer Economics 
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Durable Goods Inventories, by Industry 
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Calculating Inventories 


NVENTORIES of durables manufacturers in May 
| were reduced by $400 million—the average monthly 
rate of liquidation since November, 1957. The net 
decline from the 1957 peak was about 9% as compared 
with peak-to-trough declines of 15% in the 1948-1949 
recession and 10% in the slackening-off period of 1953-— 
1954. Although sales picked up modestly in May, 1958, 
the recovery was not enough. to slow down or stop the 
liquidation. However, sales seem to have reached the 
bottom of their decline: they are now at approximately 
the same relative level as they were in the other two 
postwar recessions. 


EQUATION FOR EACH MAJOR INDUSTRY 


In a previous issue of The Conference Board Business 
Record! an equation was developed which expressed 
aggregate durable goods inventories in terms of sales 
four, five and six months earlier. Sales in that report 
were also correlated with inventories held in different 
stages of fabrication—purchased materials, goods in 
process and finished goods—with various assumptions 
as to the lead time of sales. Similar estimating equations 
have now been derived for ail the major durables sub- 
industries within the durables total. 

For each industry, specific three-month periods were 
selected for which sales seem to exert the greatest influ- 
ence on inventories. In each case, the three-month 
moving total of sales yielding the highest coefficient of 
correlation has been used as the independent variable, 
and the current month’s inventory as the dependent 
variable. An accompanying table summarizes the re- 
gression equation, the standard error of estimate, and 
the correlation coefficient for each component industry 
of durable goods manufacturing. 

When aggregate inventories are related to total sales, 
the standard error of estimate is about $1 billion. The 
standard error is reduced to about $900 million by sum- 
ming up the calculated inventories for the three different 
stages of inventory fabrication, as described in an earlier 
article. Adding the calculated inventories of the seven 
durables subindustries also yields a standard error of 
about $900 million. 

Besides providing a better over-all measure for dur- 
able goods manufacturing inventories, the individual re- 
gressions provide other information with respect to the 

1 May, 1968, p. 200 
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from Durable Goods Sales 


influence of sales on inventories. These individual indus- 
try correlations also yield insight into the time required 
by an industry to produce a commodity. In studying 
this production cycle of an industry through the accu- 
mulation or liquidation of its inventories at various 
stages of fabrication the business analyst has at his 
disposal an additional tool for appraising current 
conditions. 


Machinery 


The maximum correlation coefficient (r = .98) for the 
machinery group is found by assuming that sales lead 
inventories by a three-month moving period centered 
around the fourth preceding month. This is to say that 
inventories in any given month are most influenced by 
sales rates three, four and five months earlier. 

When the regression equation! values are plotted with 
actual inventories, the magnitude of the deviations be- 
tween the series does not exceed 7%. The standard error 
of estimate, which measures the effectiveness with which 
the estimating equation can be employed to determine 
values for the dependent variable, is about 2%, or $185 
willion. This means that roughly two thirds of the esti- 
mates will not depart from the figures representing 
actual performance by more than 2%, or $185 million, 
in the present range of the series. 

The only notable departure between actual and com- 
puted inventories appears during the last quarter of 
1957 and the first quarter of 1958 (see chart). Contrary 
to those in most other durable goods subindustries, cal- 
culated inventories ran above actual inventory figures 
in this period. 

Manufacturers of electrical machinery have more or 
less maintained their sales volume throughout the busi- 
ness recession, benefiting more recently from an in- 
crease in defense contracts and also from the long-term 
growth in demand from electric utilities. And nonelec- 
trical machinery producers apparently have been mod- 
erately successful in recent months in bringing inven- 
tories in line with reduced sales. 


Fabricated Metal 


When fabricated metal sales three, four and five 
months prior to the current month are related to cur- 
rent inventories a .96 degree of association is obtained 


1See summary table 
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between the two series. The estimating equation (see 
summary table) yields calculated figures that seem to 
conform closely to the actual values, the standard error 
of estimate for this equation being $81 million, or 3%. 
Throughout the period examined (1953 to 1958), actual 
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and calculated inventories did not differ by more than 
5%—about the same as in the machinery group. 


Stone, Clay and Glass; Other Durables 


Despite the fact that the lead time for sales was sub- 
stantially longer for stone, clay and glass (ten, eleven 
and twelve months) and “other durables’ (seven, eight 
and nine months), the degree of association was high. 
Estimates based on the regression equations, as shown 
in the summary table, were generally close to the actual 
data. The coefficient of correlation for stone, clay and 
glass was .96; the standard error of estimate was $37 
million, or about 4%. For the “other durables” group, 
the correlation coefficient was .87 and the standard 
error of estimate was $76 million, or about 3%. 


Lumber and Furniture 


Sales in the tenth, eleventh and twelfth preceding 
months were found to yield the highest statistical asso- 
ciation with current inventories for the lumber and 
furniture group. The correlation coefficient was .73, 
substantially lower than for the durables industries 


described above. While the equation used to estimate 
inventories yielded results that were on the average 
within 5%, or $84 million, of the actual figures, the very 
long lead of sales over inventories raises questions about 
the dependability of the calculation when extrapolated 
beyond the period for which the equations were drawn. 


Primary Metals 


The estimating equation which best seems to de- 
scribe the relationship between sales and inventories for 
the primary metals group yields values that deviate 
from actual figures by as much as 20%. In this case, the 
highest correlation (r = .75) was attained with a three- 
month total sales centered around the seventh preceding 
month. 

Inventory figures computed from the regression equa- 
tion pursue a course generally comparable to actual 
values through 1956. However, beginning by 1957, the 
gap between actual and calculated inventories con- 
tinually widens. This large departure partly reflects de- 
lays in cutting production schedules as demand lessened 
at the same time that capacity was being increased. The 


$32 


1953 1954 1955 


Billions 


The upward trend of actual inventories (relative to calculated 
inventories) from late 1955 to late 1957 partly reflects actual 
advances in the wholesale prices of industrial commodities. 
(Since the calculated series is based on sales in earlier months, 
rising prices tend to be reflected sooner in actual inventories than 
in the calculated series.) It also appears to reflect speculative 
buying induced by expectations of further price advances. In 
recent months, as wholesale prices leveled off and declined 
modestly, calculated inventories and actual inventories appear 


Actual and Calculated Inventories for Durable Goods Manufacturing 


1956 1957 1958 


to have been more closely aligned. However, the current crisis in 
the Middle East may again alter the inventory trend in a manner 
not accounted for by the mathematical relationship between 
inventories and sales, and the gap between the actual and 
calculated series may widen considerably. The projected 
decline in durables inventories could, in fact, be abruptly ended 
if buying and ordering by business and government should rise 
in anticipation of material shortages and higher prices. 


—Sources: Department of Commerce; The Conference Board 
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Summary of Regression Equations, Standard Error of 
Estimates, and Correlation Coefficients for 


Durable Goods Inventories 
SS SSS 
Standard Error _ Coefficient 


of Estimate of Cor- 


Regression Equation! Absolute PerCent relation 


Total durables.... Y= 966+.7339 X; 1,022 3.8 0.925 
Primary metal.... Y= 1,686-+.2936 X; 256 74 0.752 
Fabricated metal... Y= 52+.6729 X, 81 2.9 0.956 
Machinery At sh oe Y= 194+.8231 X, 185 2.0 0.981 
Transportation 

equipment...... Y=2,073+.5146 Xs 601 9.0 0.605 
Lumber and 

furniture....... Y= 6577+.3648 Xn 84 4.9 0.731 
Stone, clay and 

glasses. os Y= 48+.5096 Xy 37 3.7 0.956 


Other durables.... Y= 383+.6170 Xg 76 3.4 0.872 


1 Based on monthly sales and inventories of the Department of Commerce from 
January, 1953, through October, 1957. The subscripts for X (Xa, Xs, X7, Xs, and Xi) 
in the regression equations represent the middle month of the three-month period in 
which sa es lead inventories (that is, Xs in total durables denotes sales in the fourth, 
fifth and sixth preceding months 
widening gap also reflects the willingness of primary 
metal producers to improve service and delivery times 
by increasing their holdings of shipping stocks. The 
over-all supply of nonferrous metals remains substan- 
tial. Apparently the same situation exists in ferrous 
metals. Virtually no inventory liquidation has taken 
place in the primary metal sector since last summer, 
while the metal-consuming industries have contracted 
their stocks sharply. 


Transportation Equipment 


For transportation equipment, the highest association 
between sales and inventories was attained with a four, 
five and six-month lead. The correlation coefficient was 
only .60 at its peak. The estimating equation which best 
characterizes the relationship in transportation equip- 
ment gives calculated figures that conform in only a 
general way to actual inventory statistics. Actual inven- 
tories deviate from computed inventories within a range 
of plus 12% to minus 18%. The standard error of esti- 
mate, which is $601 million, or 9%, is substantially 
higher than in most other subindustries. 

The motor-vehicle industry, representing roughly 
two thirds of the sales volume of the industry group, 
plays an important role in shaping the general sales 
trend for transportation. The inventory figures derived 
from sales seem to mirror the broad two-year cycle of 
the automotive industry. Actual inventory figures differ 
appreciably from the calculated series because the non- 
automotive sector—aircraft, ships, railroad cars, ete.— 
comprises themajor portion of transportation inventories. 


Total Durables 


The calculations presented here suggest that, in 
general, inventories of durable goods manufacturers can 
usefully be estimated from past sales trends. The large 
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departures noted from early 1953 through 1955, when 
calculated inventories ran above actual inventories, may 
have been owing to material shortages and capacity 
limitations. In an offsetting disparity starting early in 
1957 and continuing to the present, actual inventories 
were accumulating despite the fact that the sales rate 
had begun to slow down. This may partly be accounted 
for by variations in defense spending, since defense 
inventories are usually tied to specific contracts that 
require long periods of preparation. The transportation 
equipment industry, usually weighted by defense items, 
accounts for about one fourth of total durables inven- 
tories. Variation in this group probably accounts for the 
major part of the total deviation. 

Inventories in May, as reported by the Department 
of Commerce, were close to the calculated inventory 
figure. Based on these calculated estimates, inventories 
of durable goods manufacturers are expected to con- 
tinue to decline through the third quarter. However, a 
gap 1s apparently opening between actual and calculated 
inventories. The sharp drop projected by the calculated 
figures may be overstating the rate of liquidation for the 
next few months. This overstating of prospective 
liquidation is evidently characteristic of the calculated 
series in the vicinity of a general business trough. 

HYMAN STEINBERG 
Division of Business Analysis 


Suburban Business 


(Continued from page 312) 


this divergence may be accounted for by location of 
work. While business offices are more usually in the 
center of town, within easy range of a department store, 
the manual worker is generally well away from the major 
shopping center. But this is not likely an issue of con- 
venience alone. It is also probable that in white-collar 
groups the inclination to shop in the department store 
is more pervasive than it is among those manning the 
assembly line. In any event, of interest to the depart- 
ment store is the fact that there is a sizable drift in the 
labor force toward a larger proportion of white-collar 
employees. Over the past ten years, their number has 
increased by some 50% compared to a concomitant 3% 
rise in the manual worker count. 

Similarly, the department-store public, in comparison 
with specialty-store customers, includes a slightly larger 
representation of persons coming from the higher income 
categories. A reported 42% of big-store shoppers earn 
$5,000 and more a year, and 18% have incomes of 
$7,000 plus. The corresponding ratios for specialty-store 
shoppers are a bit lower. 

Again, over the past ten years, there has been a sub- 
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Latter-half Business Prospects, by Industry 


METAL INDUSTRIES 


Blast Furnaces and Steel Mills 


Nine of the eleven iron and steel companies cooperat- 
ing in the survey anticipate increased business during 
the second half of 1958. Individual companies expect 
their new orders to rise ““4%,”’ ““10%,”” “12%,” “15%” 
(two companies), “25%,” and “34%” above the levels 
prevailing during the first half of the year. The tenth 
and eleventh companies expect new-order activity to 
continue at approximately first-half levels. 

Despite the improved outlook, only five of the co- 
operating firms expect to book as much new business in 
the present six months as they did in the second half 
of 1957. Two of these expect to receive about the same 
volume of new orders as during the corresponding 
months of 1957, while the other three expect increases 
ranging upward from a “modest” amount to “15%.” 
Five cooperators expect new orders to be off, in one 
case as much as “19%” from the last half of 1957. 

Improvement in dollar billings is also anticipated by 
eight of the eleven companies. T'wo of the eleven antici- 
pate no change from existing levels during the rest of 
1958. Predicted increases over the first-half levels in- 
clude three of 10%, one of 13%, one of 15%, and one of 
30%. In only one of these instances will this boost 
dollar billings in the last six months of the year above 
those for the second half of 1957. Two other companies 
expect second-half billings to equal those of the same 
months last year. Six say their billings will be down 
“somewhat,” “by 4%,” “about 4%,” “about 5%,” 
“about 7%,” and “14%” below the comparable 1957 
figures. 

Rates of production are due to go up in the second 
half of 1958 for nine of the reporting companies, and 
remain steady for the other two. Predicted increases 
over the first-half rates range as high as 35%. One com- 
pany projects an increase in output of 4%; two com- 
panies, increases of around 10%; one, an increase of 
13%; and two others, increases of 15%. 

Compared with year-ago levels, however, production 
rates will be lower for most of the reporting companies. 
One thinks its production rate will be 15% greater than 
in the corresponding half of 1957, and another expects 
to produce at about the same rate as in the 1957 period. 
Others, however, expect their rate of output during the 
present half year to be lower than in the last half of 
1957 by 3%, 4%, 5%, 6%, 5%-7%, 14%, and 19%, 
respectively. 


Dollar inventories have decreaed in eight of the re- 
porting companies since the beginning of the year, and 
have remained constant in two others. The maximum 
reduction reported is 18%. Three companies have ef- 
fected reductions of around 15%, one a reduction of 
10%, and two others reductions of 7%. 

Only three of the cooperating companies, however, 
have succeeded in reducing inventories as a per cent of 
current sales. Five companies find that current inven- 
tories are a higher percentage of sales now than they 
were six months ago, and one company finds the in- 
ventory-sales relationship unchanged since the first 
of the year. 

Dollar inventories will remain stable over the present 
half year for most of the cooperating companies. One 
steel company expects inventories at the end of 1958 
to be 126% of its January 1 and mid-year inventory 
levels, but the majority anticipate only minor fluctua- 
tions up or down from present levels. One company 
expresses the belief that “most of the reduction in in- 
ventory has now occurred, so that for the balance of this 
year any change will probably be on the up side, al- 
though no important change is anticipated.”” Two other 
cooperators expecting increases in dollar inventories 
say they will be “due mainly to the seasonal increase 
in iron ore deliveries.” 

“Capital expenditures for the second half of 1958 
will amount to 286% of our capital expenditures during 
the first half of 1958,” writes one company. Two other 
companies also plan some increase in capital outlays 
during the present six months, and two additional com- 
panies expect to maintain the same rate of spending 
throughout the year. Five companies will reduce their 
capital outlays below first-half levels, but only one 
proposes a major drop in expenditures. This company 
anticipates a decline of 47% from the level of capital 
expenditures during the first half of the year. 

With the estimated upturn in new orders and bill- 
ings, nine of the cooperating companies look forward 
to an increase in profits as compared with the first half 
of 1958. Two of the companies expect to move from a 
net loss to a net profit position, and seven others expect 
to improve their profit-before-tax performance. The 
remaining two companies foresee no significant change 
from first-half profit levels. 

As compared with the year 1957, the profit outlook 
for 1958 is less attractive. None of the reporting com- 
panies expects to equal its last year’s profit record. One 
cooperator estimates that his company’s before-tax 
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profits for the year 1958 will be only “17%” of those for 
1957. Others say they will be “materially below,” 
“down about 60%,” “15% to 20% below,” and “not 
any better than 50%” of last year’s profits. 


Electrical Industrial Equipment 


There is no real agreement among the eight manu- ~ 


facturers of electrical industrial equipment on their 
business prospects for the second half of 1958, although 
several express the hope that the fourth quarter will 
bring a definite improvement in sales activity. “Except 
for the defense area,” writes one such company, “we 
do not look for a significant general improvement in 
dollar billings until about the end of the third quarter, 
with a substantial sales improvement in the last quarter 
continuing through 1959.” 

“We are still hoping that 1958 will be a better year 
for us than 1957 in sales volume and profits,” writes 
another, “but so far this has not been the case, and our 
hopes do not have any firm foundation. . . . Orders 
that we have been expecting have not materialized, but 
on the other hand considerable new business drops in 
from completely unexpected sources.”’ 

Four of the eight companies feel that their new-orders 
receipts will be higher in the second half of 1958, one 
thinks they will be ‘“‘about the same,” and two expect 
them to be lower than in the first half of the year. One 
company is uncertain as to its prospects, and offers no 
definite opinion. Respondents forecasting an expansion 
in volume expect new orders in the second half to be 
“5%,” “12% to 18%,” “15%,” and “40%” higher than 
in the first half. Seasonal factors are expected to account 
in part for the last-mentioned 40% increase. The two 
companies forecasting a decline in new orders expect 
the drop in volume to be about 10%. 

Two firms look for orders in the second half to top 
those of the same period last year by “approximately 
20%” and “10%.” Three firms estimate that they will 
fall short of those in the latter half of 1957 by “20%” 
(two companies) and “25%.” Two other companies 
expect new orders for the second half of 1958 to be ap- 
proximately on a par with orders for the latter half of 
1957. 

One of these producers reports: 

“‘A study of our business indicates that we struck a low 
point in March of this year and there has been a gradual 
increase since then. Our sales are now running about equal 
to those of 1957.” 

The outlook for dollar billings is essentially similar 
to that for new orders. Four respondents expect second- 
half billings to exceed those of the first half by “5%,” 
“10%,” “15%,” and “19%,” respectively; one expects 
them to remain at the same level, and two expect them 
to drop “10%” and ‘12%’’ below those of the previous 
six-month period. 

In comparing second-half-1958 billings with those of 
the latter half of 1957, three companies estimate that 
they will be greater by “10%” (two companies) and by 
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“about 11%,”’; four expect them to be lower than the 
year-ago levels by “3%,” “15%,” “20%,” and “25%.” 

Production will be geared closely to new-orders ex- 
pectations in most of the companies cooperating in the 
survey. Increases over first-half levels are forecast by 
five companies, decreases by two others. Two companies 
expect the dollar value of output during the present six 
months to exceed that of the corresponding months of 
1957 by “10%” and “15%,” respectively; five companies 
expect some drop from their year-ago production levels. 
The predicted declines range from “slight” and “3%” 
up to “15%,” 20%,” and 95%.” 

Current dollar inventories are down from first-of-the- 
year levels in four companies, up in two, and unchanged 
in one other reporting company. Two of the firms have 
reduced dollar inventories by as much as 15% during 
the first half of 1958. The reported increases in inven- 
tory are relatively smaller, representing only “2.5%” 
and “7%,” respectively, of January stocks. 

The inventory-sales ratio has edged higher in three 
of the six companies supplying information on this 
point. One firm has held inventories at the same rela- 
tive level, and two others have effected reductions in 
the inventory-sales ratio since the beginning of 1958. 

Four of the cooperating companies expect dollar in- 
ventories to shrink in the coming months, two expect 
some build-up before the end of 1958, and one foresees 
no significant change occurring in its inventory position. 

Capital expenditures will be higher in the second half 
of the year than in the first six months for two respond- 
ents, lower for two others. Three firms expect to main- 
tain the same rate of expenditure throughout 1958. In 
one company the decline in capital outlays will be ‘““due 
to completion of the first stage in a five-year capital 
program.” In another company, capital outlays are 
normally higher in the latter half of the year and will 
be ‘“‘at least twice as great”’ in the second as in the first 
six months of 1958. For the entire year of 1958, they 
are expected to be 14% higher than in 1957. 

Four of the eight companies foresee some improve- 
ment in pretax profits for the second half of 1958 as 
compared with the first half, but only two expect their 
profits for the year 1958 to exceed those of 1957. 

As one cooperator puts it: 


“Tf sales predictions materialize we expect a significant 
improvement in profits before taxes for the latter half of this 
year, although profits for the entire year are forecast to 
decline from 1957 somewhat more than sales billed.” 


A fifth company expects a “considerable” drop in 
profits for the second half of 1958, and the remaining 
three expect second-half profits comparable to those of 
the first half of 1958. 

Before-tax profits for all of 1958 will be substantially 
lower than those of 1957 for four of the reporting firms, 
declines of “25%,” “29%,” and “40% to 50%” being 
mentioned by three; for the fourth concern profits be- 
fore taxes for the entire year of 1958 “‘will be around 
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40%” of profits for 1957. Two other respondents expect 
the drop in annual profits to be “slight,”’ and, as previ- 
ously mentioned, two companies expect to be able to 
better their 1957 profits performance. 


Hardware 


Improved business in the second half of 1958 is antici- 
pated by most of the hardware manufacturers partici- 
pating in the survey. One of the eight firms reporting 
expects a seasonal drop in its new orders, but five expect 
their bookings to go up during the current half year. 
Prospective increases of “7%,” “10%,” “11%,” and 
20%,” above first-half-1958 levels are mentioned by in- 
dividual respondents. 

One executive recognizes that for his business “the 
second half of any year is seasonally higher than the 
first half,” but in addition “looks optimistically to 1958 
to be higher over-all than 1957.” Only one other com- 
pany shares his optimism, however, as regards a favor- 
able comparison with 1957. Two of the cooperating 
companies expect new orders in the second half of 1958 
to fall short by “8%” and “50%” of last-half-1957 
bookings. Three others feel they will just about match 
last year’s volume of new orders for the same period. 

The outlook for second-half-1958 dollar billings is 
reported to be very similar to that for new orders, with 
one firm anticipating a slight decline from the first-half 
level, one expecting no change, and four others counting 
on increases commensurate with the projected increases 
in new orders. For two of these companies, such in- 
creases will result in higher second-half billings than in 
the same period in 1957. However, comparative billings 
will be lower for three companies, by “6%,” “10%,” and 
“50%.” The two remaining companies expect billings 
in the second half of 1958 to approximate those of the 
same period last year. 

Three companies plan some increase in production 
rates during the balance of 1958. One will continue at 
the existing rate, and two will cut back from the levels 
maintained during the first half of the year. One of the 
manufacturers planning a reduction in rate has laid 
off 20% of the work force, and has a majority of depart- 
ments “working thirty-two and thirty-five hours a 
week.” 

The production rates proposed for the second half of 
1958 will be higher in three instances than those of the 
corresponding period of 1957. In four instances they will 
be lower; down only “slightly” and “by 5%” in two such 
companies, but they will be off as much as “50%” in the 
third and “26%” in the fourth company. 

Inventory trends are mixed, largely reflecting seasonal 
adjustments. Since the first of January, 1958, three 
companies have increased their investment in inventory, 
two have reduced it, and two have held inventories at 
approximately the same dollar value. 

Inventories expressed as a per cent of sales have in- 
creased since January 1 in two companies, decreased in 
two, and remained the same in three. Two companies 


predict “slight” increases in dollar inventories by the 
end of 1958. Two expect no change, and three say their 
dollar inventories will decline, in one case “‘sharply,” 
from existing levels. 

The second half of the year will bring no significant 
change in the rate of capital expenditures, according to 
five of the reporting companies. One company forecasts 
an increase over first-half levels, and one a decrease. 

Rising profit trends in the last half of 1958 are fore- 
cast, with four companies expecting before-tax earnings 
to exceed those of the first half. One company thinks 
the increase will be “slight”’; the others predict increases 
of “15%,” “20%,” and “25%” over the profits of the 
previous six months. One respondent indicates that 
profits before taxes will be “approximately the same” as 
in the first half of 1958, and two say they will decline. 

Profits for the full year 1958 will be well below those 
of 1957 for four of the eight manufacturers. One execu- 
tive estimates the drop at “35% to 40%,” others at 
“30% to 35%,” “30%,” and “3% or more.” One firm 
hopes to equal its 1957 profit figure, and another hopes 
to exceed it. 


Industrial Machinery—General 


Signs of gradual improvement in their business out- 
look are noted by several of the nineteen manufacturers 
of general industrial machinery, but only six express 
definite expectations of obtaining increased new orders 
during the second half of 1958. Seven of the nineteen 
companies think incoming orders will be reduced in 
volume below first-half-1958 levels, and four expect 
them to continue in about the same volume. The two 
companies remaining make no comment on this point. 

One executive bases his expectations for improved 
business on the following: 

“Our incoming-orders pattern shows a small increase 
over the prior month all during the first five months of 
1958. We expect this to continue. We estimate that in- 
ventory reductions, both our customers’ and our own, have 
ended. Our May, 1958, losses are only a fraction of the 
January, 1958, loss, and we expect to show black figures 
before the year ends.” 


Another company reports that its operations have 
been relatively stable since September of last year, and 
notes “a firming of our markets and a definite inclination 
on the part of many of our manufacturing accounts to 
once again make commitments.” 

One executive acknowledges that ‘‘while business is 
increasing over the low level reached at the beginning 
of the year, the rate of increase is nevertheless much 
slower than was anticipated. This is significant because 
we expected 1958 to open at a low level, to improve 
progressively each month, and for the year to close at a 
relatively high level of business. In fact, we anticipated 
that the business curve would be an exact reversal of 
that experienced in 1957. However, unless the monthly 
pattern accelerates in its change, it is obvious that the 
two years will not average out to the same level.” 
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As to specific estimates, two of the firms reporting say 
that incoming orders during the second half of 1958 will 
aggregate 40% more than in the first half of the year. 
Four other firms hope for more moderate increases, 
variously described as “slight,” “10%” and “18%.” One 
of the companies forecasting a decline in new business 
for the second half of the year says its orders will total 
20% less than in the first half. Others mention decreases 
of “3%” (two companies), and “5%.” 

Ten companies expect new orders during the second 
half of 1958 to fall short of the volume booked in the 
corresponding half of 1957. The drop is variously 
estimated at “5%,” “10%,” “20%” (two companies), 
“25%” and “35%.” Two other companies anticipate 
“substantial” and “fairly sharp” reductions from the 
corresponding period of 1957. 

The five companies that expect larger bookings in 
the second half of the year than in the same months of 
1957 describe the expected increases as being “slight,” 
“10%” (two companies), “18%,” and “20%.” The re- 
maining four companies expect the volume of new busi- 
ness to be about the same in both periods. 

Five of the nineteen firms say that dollar billings dur- 
ing the latter six months of this year will exceed those of 
the first six months. They cite prospective increases of 
“2%,” “2.3%,” “5%,” “15%,” and “30%.” Eight other 
firms expect their second-half billings to approximate 
those of the first half. Three of the four companies ex- 
pecting lower billings in the latter half of 1958 estimate 
a decline of about 10% from the level of the first half 
of the year. 

Downward adjustments in production rates are 
planned by ten companies, as compared with four that 
plan some increase in production during the coming 
months. Five companies contemplate no change in their 
second-half-1958 production schedules, while one firm 
proposes to boost output by 25% over that of the previ- 
ous six months. The proposed cutbacks from first-half- 
1958 levels of activity are described by individual 
respondents as “‘slight”’ (two companies), “5%” (three 
companies), “10%,” “10%-15%,” and “20%.” 

Dollar inventories have been scaled down since the 
beginning of the year by twelve of the reporting com- 
panies. The value of inventories has gone up in four 
companies, and stayed about the same in the remaining 
three. Specific increases reported are 3%, 5%, and 14% 
over the January level. Decreases cited include one of 
25% and one of 10%, with other companies noting re- 
ductions of “90.” “7 5%,” “BO,” “4.7%,” gor? (two 
companies), and “2%” (two companies). 

As a percentage of sales, inventories are higher in 
eight of the reporting companies than they were at the 
start of 1958. Four firms have kept the inventory-sales 
ratio at about the same level, and six have effected some 
decrease in the ratio during the past six months. 

None of the reporting companies plans any build-up 
in inventories during the balance of 1958. Twelve com- 
panies expect the trend in inventory values to be down- 


AUGUST, 1958 


321 


ward, and seven anticipate no change from existing 
levels. 

Capital expenditures in the latter half of the year will 
average the same as in the first half for seven of the re- 
porting companies, will be at a somewhat reduced level 
for six companies, and at a somewhat higher level 
for five companies. The increased rate of expenditures 
in one company is explained by the “decision to build a 
new plant in which to consolidate the manufacturing 
operation of three smaller plants, which will then be 
discontinued.” Another company reports that though 
it has no major projects under consideration it “will 
continue to make substantial expenditures for moderni- 
zation and improvement of existing equipment.” 

Although there is a notable divergence in expected 
profit trends during the second half of 1958, substantial 
agreement exists among the cooperating companies 
that profits-before-taxes for the entire year will be well 
below those of 1957. 

Six firms anticipate some improvement in their earn- 
ings picture during the latter half of 1958 as compared 
with the first half, which in one case will be “substantial.” 
This same company, however, indicates that “over-all 
operations will show a substantial loss during 1958 as 
compared with a substantial profit during 1957.” 

Five companies expect profits to be no better in the 
latter half than in the first half of 1958, and six expect to 
do definitely worse. One cooperator, forecasting a 50% 
drop in profits for the second half of the year, explains 
that a large backlog as of December 31, 1957, cushioned 
the effects of a decline in new business during the first 
half, but that it is now feeling the pinch and will con- 
tinue to do so during the third quarter. ““We expect to 
be back to normal during the fourth quarter,” he 
concludes. 

Compared with 1957 figures, pretax profits for the 
year 1958 will be substantially down for the majority 
of the participating companies. One expects to equal its 
last year’s profit record and two others hope to better 
theirs, in one case by a “‘substantial’”’ amount. Fourteen 
of the seventeen companies reporting on this point, 
however, expect their 1958 profits to be below those of 
1957. Two of these companies will incur considerable 
losses in 1958 as compared with substantial before-tax 
profits last year. Others expect their pretax profits for 
1958 to fall short of last year’s by “50%” (two compa- 
nies), “40% to 50%,” “40%,” “35%,” “25%,” and “10%.” 

One manufacturer reports that his firm’s “profit for 
the entire year, both on the basis of rate of profit and 
dollars of profit, will be somewhat less than 1957.” 


Industrial Machinery —Specialized 


Most of the reporting companies in the specialized in- 
dustrial machinery group are looking forward to some 
improvement in business levels later this year, but the 
upward trend is expected to be more apparent in new 
orders than in dollar billings and estimated profits. 

Ten of the eighteen companies report that the volume 
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of new orders in the second six months of 1958 will be 
greater than that of the first six months of the year. One 
of the ten expects new-orders receipts for the current 
half year will be from two to three times the volume 
booked in either of the two preceding six-month periods. 
Others see their bookings increased “5%,” “11%,”’ and 
“20%,” (three companies) over those of the first six 
months of 1958. 

On the other hand, four firms see no prospect of ex- 
ceeding first-half-1958 order levels, and three others say 
that the volume of incoming business will be “lower,” 
“down 6%,” and ‘“7% less” than in the first half. The 
remaining company makes no forecast of new orders. 

Seven of the companies participating in the survey 
expect their second-half-1958 bookings to exceed those 
of the last six months of 1957. Individual concerns ex- 
pect to book “‘slightly,” “5%,” “15%,” “25%” and “‘two 
or three times’’ more orders in the current half year than 
in the second half of 1957. 

Seven other firms expect their new-orders receipts in 
the latter half of 1958 to be smaller than those in the cor- 
responding period of 1957. Reductions of “5% to 10%,” 
“10%,” “20% to 25%,”” “25%,” “30%,” and ““40%” are 
cited by cooperators. The remaining three companies 
supplying information on this point expect their new 
orders in the second half of this year to equal those in 
the second half of 1957. 

Dollar billings during the current six months’ period 
will be down from first-half-1958 levels by “3%” (two 
companies), “7%,” “8%,” “10%,”’ “14%,” “30%,” and 
“50%,” according to eight of the companies cooperating 
in the study. Five other firms estimate that their second- 
half-1958 billings will approximate those of the previous 
six-month period, and the remaining five firms forecast 
higher billings in the second half than in the first six 
months of 1958. 

As compared with second-half-1957 billings, however, 
dollar billings in the current six months’ period will be 
lower for thirteen of the cooperating companies. Pro- 
spective decreases of “5% to 10%,” “6%,” “14%,” 
“15%,” “15%-20%,” “20%” (two companies), “25%” 
(two companies), and “30%” (three companies) are 
cited by individual respondents. 

One company expects its billings in the second half 
of 1958 to be about the same as in the second half of 
1957, and four others expect higher dollar billings than 
in the year-ago period. The increase expected is described 
as “‘slight” in one instance and “15%” in another. 

Some reduction in production rates during the second 
half of 1958 is planned by nine of the companies. In 
three of them, the cutback will be about 10%, in some 
of the others it will be “0.5%,” “5%,” “14%,” ““moder- 
ate,” and “25%.” 

Four of the cooperators plan no change in production 
levels, and five others say that production rates in the 
second half of 1958 will be higher than in the first six 
months of the year, “somewhat higher” in two of the 
companies and by 4% in a third. 


Fourteen of the companies say that their second-half- 
1958 rates will be lower than in the latter half of 1957. 
In individual companies, production rates in the current 
period will be “down substantially,” “5% to 10%,” 
“Ba,” “15%,” “15% to 20%,”’ “20%” (two companies), 
“94m,” “25%” (two companies), and “30%” (two com- 
panies) below year-ago levels. 

Two of the cooperating companies report that produc- 
tion will continue at the same rate as in the latter half 
of 1957, and two others expect production in the present 
six-month period to be at a higher rate than in the same 
period last year. In one case, production is expected to 
be up “50%” as compared with the year-ago level. 

Eleven of the firms report decreases in dollar inven- 
tories since January, 1958, with individual cooperators 
reporting reductions of “5%” (two companies), “7%,” 
“90, 10%,” and “14%.” 

Four cooperators say there has been no material 
change in the dollar value of their inventories since the 
beginning of the year, and two companies report in- 
creases of “3%” and ‘‘25%”° over their inventory levels 
of January 1. One cooperator gives no information con- 
cerning its inventory levels. 

Of the fifteen companies supplying information on 
the subject, nine say there has been some reduction in 
their ratio to sales since the beginning of 1958, three say 
there has been no change, and three say the ratio is 
higher now than it was in January. 

Ten of the companies look for some reduction in dollar 
inventories during the second half of 1958, five expect 
them to remain at about present levels, and two say 
some increase in inventory investment will occur during 
the period. 

Capital expenditure plans for the rest of 1958 vary 
considerably, with seven companies planning to increase 
their outlays during the second half of 1958, seven com- 
panies planning to maintain about the same rate of 
expenditure as during the first half of the year, and 
four companies planning to reduce their capital spending 
rate during the latter half of 1958. Three of the com- 
panies indicating higher capital outlays say they will 
be up “slightly,” “sharply,” and “substantially” as 
compared with those in the first six months of 1958. 
Two of those intending smaller outlays say they will be 
down “considerably” and “moderately” from first-half 
levels. : 

Second-half-1958 profit expectations among survey 
participants are decidedly mixed. Seven of the eighteen 
companies expect their pretax profits in the second half 
of 1958 to be lower than those in the first half of 1958, 
in specific instances “‘slightly,” “by 15%,” and“‘by 50%.” 
One of the seven expects profits before taxes for the 
second half of 1958 to be down “‘markedly’’ from first- 
half levels because of substantial plant relocation costs. 

Six manufacturers predict that their before-tax profits 
will be higher in the present six-month period than in 
the first six months of 1958, in one case “slightly”? and 
in another “by 25%.” The five remaining companies 
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expect their second-half-1958 profits to be about the 
same as those in the first half of 1958. 

With the exception of two cooperators who anticipate 
higher pretax profits for 1958 than they realized in 1957, 
all the remaining companies participating in the survey 
foresee lower pretax profits for the year 1958 than for 
the year 1957. Individual respondents indicate that the 
decreases will be “slight,” “15% to 20%,” “20%,” 
“30%,” “50%” (two companies), “60%,” “up to 75%,” 
“75% and ‘“‘very marked.” 


- Instruments and Controls 


“Tt seems clear now that our new orders for the second 
half of 1958 will be off somewhat from the same period 
last year and also as compared with the first half of 
1958. This latter point is a definite reversal of what I had 
expected when I gave my views six months ago,”’ writes 
the treasurer of one of the seven companies reporting in 
this industry group. 

This executive’s appraisal of the business prospects 
for the second half of 1958 is shared by other manu- 
facturers participating in the survey, although two of 
the seven companies forecast improvement in new- 
orders receipts as compared with the first half of 1958. 
One of these two companies expects to book 25% and 
the other 17% more business in the present half year 
than in the preceding one. 

Three companies, on the other hand, expect their 
second-half bookings to be “‘off somewhat,” “‘approxi- 
mately 1% down,” and “down 5%”’ from the first half of 
1958. The remaining two expect new orders in the 
second half to equal in value those of the first six months 
of 1958. 

Four of the seven producers indicate that their new 
orders in the latter half of 1958 will be lower in dollar 
value than those of the corresponding months of 1957. 
Declines of “3% and “15%” are predicted by two of 
these companies. Three of the survey participants ex- 
pect their volume of new orders to be higher in the 
second half of 1958; they predict increases of ““5%-10%,” 
“18%,” and “40%” above second-half-1957 levels. 

Indicated trends in dollar billings are somewhat less 
favorable. Four of the seven companies anticipate 
smaller billings in the second half of 1958 than in the 
first half, while three expect them to be larger. How- 
ever, the predicted increases (“considerable,” “15%” 
and “18%’’) are more sizable than the predicted de- 
clines (““somewhat,” “1%,” “4%,” and “8%’’). 

Only one of the five companies expects larger dollar 
billings in the second half of 1958 than in the second half 
of 1957. Four companies expect their second-half bill- 
ings to be “somewhat,” “2%,” “6%,” and “297,” lower 
this year than last, and the remaining two companies 
think they will be at about the same level in 1958 as in 
1957. 

Two of the reporting companies will step up their 
rate of production during the coming months, one by 
“9”? and the other by “18%.”’ Two other companies 
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expect production to continue at the same rate as during 
the first half of the year, and the remaining three com- 
panies plan to reduce dollar output “somewhat,” “8%,” 
and “‘25%” below the levels of the first six months of 
1958. 

Five of the seven companies expect their production 
rates in the second half of 1958 to be lower than in the 
corresponding half of 1957. Dollar output will be down 
“somewhat” in one of these companies, and by “7%,” 
“8%,” “138%,” and “32%” in the other four. The two 
remaining companies report that their value of produc- 
tion in the second half of this year will be about the 
same as that in the second half of 1957. 

Since the beginning of 1958, three of the firms have 
decreased their dollar inventories—by “5%” in two 
cases and by “714%” in a third. In three other companies 
current dollar inventories are up as compared with the 
beginning of the year—by a reported “3%” in one com- 
pany and by “8%” in another. Inventories have re- 
mained at the first-of-the-year level in the seventh 
company. 

The inventory-sales ratio has gone up since January 1, 
1958, in four of the six companies reporting on this 
point, and has decreased in the other two. 

Five of the seven producers in the group expect their 
dollar inventories to decline from existing levels during 
the coming months, one expects them to remain at 
existing levels, and the seventh company foresees a 
build-up of “5%” by the end of the year. 

Capital expenditures will increase during the second 
half of 1958 as compared with the first half of 1958 in 
three of the reporting firms, in one instance “because 
construction of a new building has just started.”’ In two 
others, capital spending will continue at approximately 
the same rate as during the first half of the year, and in 
the remaining two companies the rate of capital expendi- 
ture in the second half will be lower than in the first six 
months of 1958. A reduction of “4%” below the first- 
half level is planned by one of the latter two companies. 

Reports from the seven cooperating producers reveal 
considerable difference in profit expectations for the 
second half of 1958. Three companies expect their 
before-tax profits in this period to be “slightly,” “‘con- 
siderably,” and “30%” higher than those in the first six 
months of 1958. Two anticipate no significant change in 
profit levels, but a sixth company says its pretax profits 
will “probably be lower” than in the first six months of 
1958, and the seventh says “profits before federal taxes 
for the second half of 1958 will be down about 30% from 
the first half of 1958.” ; 

The profit outlook for the entire year 1958 is reported 
to be comparatively poor in relation to profit levels in 
1957. Two companies expect to better their 1957 pretax 
earnings “slightly” and “by 20%,” but the other five 
companies see 1958 pretax profits as being lower than 
those of 1957. 

“Profits for the entire year of 1958 will only be about 
20% of profits in 1957,” says the president of one of 
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these five companies. Three others predict decreases of 
“15%,” “15% to 20%,” and “approximately 50%” from 
1957 profit levels. 


Iron and Steel Foundries 


The majority of the nine iron and steel foundries 
participating in this month’s survey expect new orders 
and dollar billings in the second half of 1958 to equal 
those of the first half of 1958, but to fall short of the 
levels attained in the second half of 1957. 

Specifically, five cooperators say they will book about 
the same volume of new orders in the second half as in 
the first half of the year. Three expect to book more 
orders in the second half than in the first with increases 
of “5% and “10%”? mentioned by two of the three. 
The ninth cooperator foresees “slightly lower” bookings 
in the second half of 1958. 

Only two of the reporting companies think that their 
second-half-1958 new orders will exceed in value those of 
the second half of 1957. One of these predicts an in- 
crease of “15%” over the year-ago level; the other 
merely indicates that new orders will be “higher” in 
the second half of 1958 than in the second half of 1957. 
On the other hand, seven companies expect their new 
orders in the current half of the year to be lower than 
those for the corresponding period of 1957. The decline 
in volume is estimated at “35%” by one company, with 
five others predicting decreases of “10%” (two com- 
panies), “15%,” and “20%” (two companies) from year- 
ago levels. 

Trends in dollar billings are expected to parallel 
those for new orders in most instances. Billings in the 
second half of 1958 will approximate those of the first 
half in the case of five companies, will be “25%” lower 
in the case of a sixth, and up “slightly,” and “by 5%” 
(two companies) in the remaining three companies. 

As compared with billings in the second half of 1957, 
the second-half-1958 billings will be “slightly” and 
“10%” higher in two companies. They will be lower by 
“50, “10%,” “13.4%,” “20%”? (two companies), and 
40%’ in six of the remaining companies, and by an un- 
specified percentage in the seventh. 

Production rates during the second half of 1958 will 
be similar to those of the first half, according to five of 
the reporting companies. They will be off 25% from first- 
half levels in a sixth company, and will be up “slightly,” 
“by 5%,” and by “15%” in the other three companies. 
As compared with the second half of 1957, production 
for the second half of this year will be up in three of the 
reporting companies. Two of these three producers 
make mention of increases in the magnitude of ‘10%’ 
and “15%,” respectively. However, six companies 
estimate that their dollar output during the second half 
of 1958 will be down in comparison with the second half 
of 1957—by “10%” (two companies), “14%,” “20%,” 
and “40%” in the case of five companies, and by an un- 
specified percentage in the case of the sixth. 

Six of the cooperating producers have scaled down 


their current dollar inventories since the beginning of 
the year, one by as much as “30%,” and three others by 
“10%.” One cooperator reports that its dollar inven- 
tories are “30% higher than on January 1,” and two 
other cooperators say there has been no change in their 
inventory levels since the start of the year. 

Inventories have been held steady as a percentage of 
sales in five companies, have increased somewhat since 
January 1 in three other companies, and have decreased 
in the ninth company. 

Looking ahead to the end of 1958, four of the foundry 
operators foresee little change in current dollar inven- 
tories from existing levels. One producer expects a 
“slight” rise in inventory investment during the second 
half of 1958, and four others forecast decreases. Two of 
the four expect their end-of-the-year inventories to be 
“5%,” and “10%” lower than those of mid-1958. 

Five of the cooperating producers plan no change in 
the level of their capital expenditures during the coming 
months as compared with the first haif of the year. The 
president of another company reports that capital ex- 
penditures will be considerably less in the second half 
of 1958 than they were in the first half of the year be- 
cause “‘we are rapidly completing a new plant.” 

On the other hand, another company president expects 
an increase in capital expenditures during the second half 
of 1958 “‘since we are making plans for installation of 
mechanized equipment which will handle approximately 
20% of our present capacity in one division.” Two addi- 
tional producers also plan some increase in capital out- 
lays during the second half of 1958 as compared with 
the first half of the year. 

In comparing their second-half-1958 profit expecta- 
tions with their first-half-1958 earnings, two of the pro- 
ducers look for pretax profits to be “up slightly” and 
“10% higher,” whereas two others expect them to be 
“less” and “off about 80%” as compared with the first 
half of 1958. Five expect the level of pretax profits to 
be about the same in the two periods. 

The nine producers are unanimous in predicting that 
pretax profits for the year 1958 will be lower than those 
for the year 1957. Specific estimates indicate that the 
drop in pretax profits will be “slight,” “very much,” 
“substantial,” “10%,” “25%,” “40%,” “over 60%,” 
and “75%,.”” 


Metal Stamping and Coating 


All three cooperators in the metal stamping and coat- 
ing group expect new orders, dollar billings and produc- 
tion rates for the second half of 1958 to top those of the 
first half of the year and of the last half of 1957. New 
products and “a general price increase put into effect 
on May 1” will bring about the expected increases in 
one company. A normal seasonal rise in the second half 
of the year will also contribute to the favorable com- 
parisons in the case of two companies. 

Nevertheless, one manufacturer commenting on busi- 
ness prospects in general states: ‘““We honestly do not 
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anticipate a swift recovery, and feel that it is apt to 
stretch out into a rather slow and gradual recovery, 
which could easily take the rest of this year and per- 
haps part of 1959.” 

Two of the companies estimate that the rise in their 
new-orders volume during the second half of 1958 will 
be in the magnitude of “10%”’ and “20%-25%.” They 
expect the second half of 1958 to be “slightly ahead” 
and “3%” higher compared with their receipts of new 
orders in the last half of 1957. The third company in- 
dicates that orders in the second half of 1958 will exceed 
those of the two earlier periods, but does not specify by 
how much. 

“Our billings should follow very closely the pattern 
of our new orders. During these times we are not receiv- 
ing any number of orders for long-extended delivery,” 
reports one company president. Two other respondents 
estimate that dollar billings in the second half of 1958 
will exceed those of the first half of 1958 by “20%” and 
by “20% to 25%.” As compared with those of the second 
half of 1957, their billings in the second half of 1958 will 
be up “around 10%” and “3% to 5%,” respectively. 

Dollar inventories have gone up since the start of 1958 
in two companies, and declined in the third. No change 
has occurred since the first of this year in the inventory- 
sales ratio of the one company supplying information 
on this point. The president of the company comments 
as follows: “Although our dollar inventories have been 
reduced, on a percentage of sales they are quite similar 
to last year. We expect our dollar inventories to decrease 
slightly during the second half of 1958, as we still feel 
our inventories are excessively high, especially finished 
goods and work in process. Quite a bit of this has been 
caused by holdups in the automotive field.” 

The other two companies also plan some reduction in 
dollar inventories during the coming months. 

One company expects its capital outlays to rise during 
the second half of 1958 because of ‘“‘new-plant expendi- 
tures.” Another indicates that capital expenditures will 
be ‘“‘a little less,” and a third that they will be “ap- 
proximately the same” as in the first half of the year. 
Second-half profits will be above those of the first six 
months for all three companies, and 1958 profits above 
1957 profits for two of them. Profits for the third firm 
will be “considerably less” in 1958 than in 1957. 


Metalworking Machinery 


Expectations of a definite improvement in business 
conditions during the second half of 1958 have not been 
realized, according to several of the ten producers of 
metalworking machinery participating in the survey. 
One vice-president comments as follows: 


“Earlier this year, with the continued interest and re- 
quests for proposals from customers, we felt that there 
might be an upturn in orders from machine tools in the early 
fall of this year. We have been disappointed in this and it 
now looks as though we cannot except any marked improve- 
ment until after the first of the year.” 
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A more hopeful attitude is displayed by the president 
of a second company who says: ‘“‘We are expecting a 
definite upturn in the capital goods industry during 
the latter half of 1958.” 

Even though the rate of business recovery has been 
less than hoped for in some instances, four of the ten 
cooperating companies anticipate an increase in the 
volume of incoming orders during the second half as 
compared with the first half of 1958. One of the four sug- 
gests that “new orders for the latter half of 1958 should 
come close to doubling those for the first half of this 
year.” The other three indicate that their second-half 
orders will be up “somewhat,” “‘by 5%,” and “by 10%,” 
as compared with those of the first six months of this 
year. 

Three of the cooperating firms look for some decrease 
in new orders during the second six months of the year, 
specifying in one instance a “20%” and in another a 
“10%” decline from first-half levels. The three remaining 
metalworking firms expect to receive about the same 
volume of new orders in the second half of 1958 as in the 
first half. 

Except for one firm that indicates its new-orders 
receipts in the second half of 1958 should “equal or 
exceed”’ those for the corresponding period of 1957, all 
of the nine cooperators commenting on the subject ex- 
pect to book less business in the current half year than 
in the second half of 1957. Individual respondents fore- 
see reductions of “1%,” “20% (two companies), 
“30%,” “35%,” and “50%” (three companies) from the 
new-order levels of a year ago. 

The outlook for dollar billings in the second half of 
1958 is reported as generally unfavorable in comparison 
with the first six months of the year. Six of the nine 
companies supplying information on this point expect 
lower dollar billings in the latter half of the year. In- 
dividual respondents estimate that billings will decline 
by “10%” (two companies), “30%,” “3314%,” and 
“40%”? (two companies) below the first-half levels. 

One company foresees no change in the level of bill- 
ings, and two companies expect dollar billings in the 
second six months of 1958 to be greater than those in 
the first six months. 

All but one of the ten companies expect their second- 
half-1958 billings to fall short of their dollar billings in 
the corresponding period of 1957. The one respondent is 
counting on a post-Labor Day increase in orders being 
placed to boost its billings in the second half of 1958 
above those of the latter six months of 1957. The other 
nine companies report that their second-half-1958 
billings will be down by “1%,” “13%,” “50%” (three 
companies), “60% (two companies), “6624%”, and 
“70%,” from those of the second half of 1957. 

Seven of the cooperating firms plan to reduce produc- 
tion operations during the second half of 1958 as com- 
pared with the first six months of 1958. Production rates, 
as measured by value of output, will be down by “7%,” 
10%,” “30%” (three companies), “40%,” and “50%” 
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in the latter six-month period, according to the reports 
of these cooperating firms. An eighth producer expects 
to maintain production at the same level as during the 
first six months of the year, and a ninth reports that its 
second-half rate of production “should compare favor- 
ably with the first half of 1958.”’ The tenth company 
failed to supply information about its production plans. 

All the companies supplying production estimates 
agree that their dollar output during the second half of 
1958 will be considerably below that of the second half 
of 1957. The smallest reduction predicted is “17%,” 
with other cooperators indicating reductions of “20%,” 
“40%,” “50%” (two companies), “55%,” “60%,” 
“6624%,” and ‘“70%” below the production levels pre- 
vailing in the latter half of 1957. 

Six producers report a decline in current dollar in- 
ventories during the first six months of 1958, and note 
specific decreases from January 1 levels of “5%,” 
“B07.” “11%,” “18%,” “20%,” and “3314%.” Three 
other producers report little or no change in inventory 
levels as compared with the beginning of the year, and 
the tenth company reports a build-up of “1.6%” in the 
value of its inventories during the first six months of 
1958. 

Only six of the ten firms give information on inven- 
tory trends in relation to sales. Three of those reporting 
have experienced a rise in their inventory-sales ratio 
since January], and three have kept inventories at about 
the same relative level. 

Eight of the cooperating machinery firms forecast a 
downward trend in dollar inventories during the coming 
months of 1958, with one of the eight anticipating a 
“20%” reduction in stocks by the end of the year. The 
two remaining firms expect to hold inventories at ap- 
proximately their present levels during the rest of 1958. 

One cooperator says that it has “no plans for any 
capital expenditures during the balance of 1958,”’ and the 
other eight reporting on this point say that capital 
spending will be at about the same rate in the second 
half of 1958 as in the first six months. One of the eight 
indicates, however, that its “‘present plans call for a 
substantial increase in capital expenditures early in 
1959.” 

Profits before taxes will be lower in the second half 
of 1958 than they were in the first half, according to 
the majority of the survey participants in this industry 
group. Six of the ten firms expect their second-half 
profits to lag behind those of the first six months, ‘“‘sub- 
stantially” in one case and by “63%” in another. Two 
other firms expect their second-half pretax profits to 
rise “‘slightly” and by “4%” above those of the first 
six months in 1958. The remaining two companies look 
for profits before taxes for the second half of 1958 to 
about equal those of the first half. 

In measuring their pretax profit prospects for the en- 
tire year 1958 against profit performance in 1957, all 
ten of the cooperating companies foresee lower before- 
tax profits in the present year. Individual respondents 


predict reductions from last year’s profit levels of as 
much as “50%” (two companies), “75%,” and “90%. 


Motor Vehicles and Parts 


Of the three producers of motor vehicles and parts 
participating in the survey, one expects new orders and 
billings to decrease during the second half of 1958 and 
another expects them to rise 20% over first-half levels. 
The first respondent observes that “at this time we can- 
not tell what the public’s acceptance of the new 1959 
automobiles will be.” 

Comparing second-half prospects with actual per- 
formance in the last six months of 1957, one company 
foresees “approximately the same’’ volume of new 
orders, and billings “10% greater” than in the current 
period. Another company expects both new orders and 
billings to fall short of those for the same period in 1957. 

Production rates will rise during the second half of 
the year for one company, remain “about the same” as 
in the first six months of 1958 for another. In one com- 
pany, the dollar value of its output in the second half 
will be “below” that of the corresponding period in 
1957; in the other, it will be “5% above.” 

Two of the three reporting companies have reduced 
dollar inventories since the beginning of the year, one 
by as much as “25%.” In the third company, “inven- 
tories of finished products are about one-third more than 
at the beginning of the year.” 

Inventory-sales ratios have increased since the first 
of January in two companies, and have stayed about the 
same in the third. Two companies look for little or no 
change in dollar inventories during the latter half of 
1958, while one expects some decrease, “‘primarily due to 
the factory shutdown fer vacations.” 

Capital expenditures in the second half of 1958 will 
be “slightly” and “‘approximately 20%” lower than in 
the first half for two companies and will be increased for 
the third company although its total for the year 1958 
will be considerably below that for 1957. 

One producer comments on the business outlook: 


“We do not expect any improvement in the major part 
of our business before the fourth quarter. For the year of 
1959, we believe that there will be a definite improvement 
in business.” 


This company does not expect its profits before taxes 
to be much different in the latter half of the year than 
they were in the first half, and estimates that total prof- 
its for the year 1958 will be considerably below those of 
1957. Another company expects profits for the second 
half to exceed those of the first six months, and profits 
for the year 1958 to be “approximately the same or — 
slightly more” than those for the year 1957. 


Nonferrous Metals 


New orders and dollar billings in the second half of 
1958 will be above first-half levels for six of the eight 
nonferrous metals producers participating in the survey. 
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According to one of these respondents, “new orders 
for the second half of 1958 should recover to levels 
better than in the corresponding period of 1957 or the 
first half of 1958.” Specific increases of “6%,” “10%” 
(two companies), “20%” and “25%” over first-half new- 
orders levels are forecast by five other respondents. The 
remaining two producers expect new orders to be ap- 
proximately the same as in the previous six months. 

Comparisons of second-half-1958 expectations with 
actual new-orders receipts in the corresponding half of 
1957 are less favorable, with only three of the firms fore- 
casting a higher volume of incoming business in the cur- 
rent period. Increases of ““10%’’ and “15%” over second- 
half-1957 new orders are predicted by two of these 
companies. 

Three other companies expect bookings in the present 
six-month period to equal those of the same period last 
year. And, as one board chairman observes, “‘the curve 
will be going up instead of down.” 

A seventh company reports that its new orders in the 
second half of this year will be “9%” less than the 
volume booked in the corresponding period of 1957. The 
eighth company provides no comparison with last year’s 
operations. 

Trends reported for dollar billings are very similar to 
those for new orders. As one cooperator explains: “Our 
backlog is very small, and orders received usually repre- 
sent the next month’s billings.” Another company con- 
firms the fact that “‘customers are buying from hand to 
mouth and there is not even a thirty-day gap between 
orders, production and billings.” 

Of the eight reporting companies, six predict that 
their dollar billings in the second half of 1958 will be 
“6%,” “10%” (three companies), “15%,” and “20%” 
higher than their billings in the first half of 1958. The 
other two companies expect little or no difference in the 
value of billings in the two halves of the year. Of the 
seven companies furnishing comparisons with second- 
half-1957 billings, six report that dollar billings in the 
current half should be at about the same level, but 
“trending upward instead of downward” as one com- 
pany economist puts it. The seventh company says that 
“provided there are no changes in raw material costs 
(which are currently below the level of a year ago), 
dollar billings for the second half of this year should be 
about 10% less than for the second half of 1957.” 

All but one of the reporting concerns foresee higher 
rates of production in the present six-month period than 
in the first six months of 1958. One expects to maintain 
approximately the same rate of production throughout 
1958, but the other seven expect their dollar output in 
the latter half of the year to go up “slightly,” “6%,” 
“10%” (three companies), “15%,” and “15% to 20%” 
in comparison with that in the first half of 1958. 

In the case of only one company, however, will 
second-half-1958 dollar output exceed that of the cor- 
responding period in 1957. One concern expects a “10%” 
drop for the second half as compared with its output in 
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the same months of 1957, and five others report no dif- 
ference between current and year-ago production rates. 
The eighth company makes no comment on this point. 

Inventory trends since January 1, 1958, have been 
generally upward for four of the reporting firms, and 
downward for the other four. One cooperator explains 
that its inventories were depleted by a strike during 
1957, and that the build-up in current inventories of 
“approximately 23%’ is largely owing to this circum- 
stance. Another cooperator states that “inventories are 
up since the first of the year, partly because we made a 
special effort to reduce them at the end of the year.” 
Two additional concerns report increases of “3%” and 
“5%,” respectively, in dollar inventories since the be- 
ginning of the year. 

The four concerns that have scaled down their in- 
ventories since January 1 state that they are ‘down 
somewhat,” “down 1%,” “down about 5%,” and “ap- 
proximately 15% less’’ than at the beginning of the year. 

Inventories as a percentage of sales are about the same 
now as on January 1 in two of the reporting concerns. In 
one other firm the inventory-sales ratio is down, and in 
the remaining five it is higher than it was at the begin- 
ning of 1958. 

By the close of the year current dollar inventories are 
expected to be higher than at present in two companies, 
about the same in a third, and lower in the remaining 
five. Two of the five indicate that the reductions will be 
“slight.” 

There is little uniformity as regards projected capital 
expenditure trends during the latter half of 1958. Four 
companies report that their capital outlays will be higher 
in the second half of this year, by “10%” in one case and 
“considerably” in another. Three say that their capital 
outlays in the current half will be less than those of the 
first half of 1958. The eighth cooperator comments as 
follows: ‘Our capital expenditures are at present at a 
lower rate. When business has definitely turned the cor- 
ner for us, we will have some major capital expenditures 
to make. We are temporarily deferring them, and I 
doubt whether they will be increased during the second 
half unless business comes back very strong.” 

Six of the eight firms forecast an improvement in their 
before-tax earnings for the latter half of 1958 as com- 
pared with those of the preceding six months. The in- 
creases over first-half levels are variously estimated by 
four of these respondents as “considerable,” “over 20%,” 
and ‘50%’ (two companies). One cooperator suggests 
that its improved profit outlook “is due to a vigorous 
cost reduction program.” 

The seventh and eighth companies in the group say 
that there will be no difference in their pretax earnings 
for the first and second halves of 1958. 

Profit expectations are much less favorable when the 
outlook for 1958 is viewed against the background of 
1957 profits. Only one company thinks its pretax earn- 
ings in the current year will exceed those of 1957, and 
even this cooperator anticipates an improvement of 
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only “5%” over its last year’s earnings figures. A second 
firm expects its 1958 before-tax profits to match those 
of 1957, but the remaining six companies expect their 
profits in 1958 to fall short of those in the previous year. 
Prospective decreases of “10% to 20%,” “30%,” 
**3314%,” “35%,” and “50%” are reported by some of 
these cooperators. 


Office Equipment 


Office equipment manufacturers participating in the 
survey are generally optimistic about the new business 
outlook. Three of the five foresee a heavier volume of 
new orders in the second half than in the first half of 
1958, with specific increases estimated at “1.3%,” 
“9%,” and “15%.” One respondent expects the level of 
new orders to remain about the same as at present, 
“with possibly a slight drift downward through the re- 
mainder of the year.” A “3.6%” decline in volume is 
forecast by the fifth company. 

For two of the cooperating companies the projected 
second-half figures are “2%” and “8%” higher than 
those for the second half of 1957; for the other three 
companies they are down “slightly,” “1.1%,” and 
“11.8%” from the volume of new orders in the same 
period of 1957. 

Second-half billings will also show some improvement 
over those of the first half, according to four of the 
manufacturers who predict increases of “9%,” ““7.6%,” 
“7%,” and “2.2%,” respectively. The fifth producer 
anticipates a slight drop in dollar billings as compared 
with the first half of 1958. 

Three of the firms think dollar billings in the last six 
months of 1958 will exceed those of the like period in 
1957 by as much as “3.2%,” “6%,” and “10%.” Two 
others say they will be “slightly less” and ‘4.5% less” 
than in the latter half of 1957. 

For three of the five companies, production will be at 
a lower rate during the present six months than during 
the first six months of 1958. In one of these companies 
the rate will be only “‘slightly” less than in the preceding 
period, in another it will be down by “13.3%,” and in 
the third it will be down by “5%.” While the third com- 
pany indicates a 5% decline in dollar value from the first 
half of 1958, “due to the fewer number of available 
working days in the second half that resulted from a 
shutdown of the plant for vacation, plus more holidays 
falling in this part of the year,” it expects the actual 
rate of production to rise “‘because of a 5% addition to 
the work force.” A fourth respondent plans no change in 
its production rate, and the fifth company in the group 
reports that production in the second half of 1958 will 
be at a rate “21.6%” above the first half of 1958. 

In three companies, the second-half-1958 production 
rates will be “slightly,” “8.7%,” and “14.5%” below the 
rates prevailing in the second half of 1957. In one com- 
pany the rates will be “about the same,” and in the fifth 
company they will be “13% higher” in the last half of 
1958 than in the last half of 1957. 


Inventory changes have been held within a fairly 
narrow range since the first of the year. The dollar value 
of inventories has risen “3.5%,” “3.8%,” and “5.4%” in 
three companies, and has gone down by “3%” and by 
an unspecified percentage in the remaining two. As a 
percentage of sales, inventories are down in three com- 
panies and up in two. All five reporting companies say 
that dollar inventories will be lower by the end of the 

ear. 
“ One producer foresees a sharp drop “of about 50%” in 
capital spending during the latter part of the year be- 
cause its building program “‘is in its final stages.” One 
company plans “a small increase” in capital outlays as 
compared with the first half of 1958, and two others plan 
no change from the recent level of expenditure. 

Four of the five companies expect to better their first- 
half earnings in the latter half of 1958, and the fifth ex- 
pects pretax profits to be about the same as those of the 
first six months. 

One firm says that profits before taxes will be “30% 
higher” in the second than in the first half of 1958, 
another expects profits in the second half to rise “15% 
above”’ first-half levels, and a third says its profits be- 
fore taxes will be “21.3% higher” in the second half of 
1958. 

Only one of the five companies expects its 1958 profits 
to exceed those of 1957. It anticipates an increase in 
pretax profits of “3%” as compared with those of 1957. 
A second company reports that its estimated profits for 
the year 1958 are 38.5% below actual profits for 1957, 
and adds the following comment: “Sales and profits for 
1957 were the highest in the history of the company and 
any comparisons made with that year should be judged 
accordingly. Sales and profits in 1958 will approximate 
those of 1956, which were considered reasonably satis- 
factory.” 

Two other companies in the group also expect their 
1958 pretax profits to be less than those for 1957, and 
the fifth company expects the same level of profits in 
1958 as in 1957. 


Refrigeration Machinery 


Two of the four manufacturers reporting in this group 
feel that this has been a rather “unusual” year for the 
industry, and that “‘the over-all picture is a bit obscure.” 
As one of ther: puts it, ““where we shall go from here for 
the remainder of 1958, we would not care to guess, but 
we may say that our bookings over the past six months 
have actually been heavier than during the same six 
months a year ago or the immediate preceding six 
months.” 

Two of the four companies expect new orders to be 
higher in the latter half of 1958, one foresees no change, 
and one expects to book somewhat less business in the 
second than in the first half of the year. Comparison of 
second-half-1958 orders with’ those for the second half 
of 1957 show the same general pattern, with two com- 
panies expecting orders to be relatively higher in the 


BUSINESS RECORD 


second half of 1958, two expecting no difference between 
the two periods, and one expecting new-order volume 
to be relatively lower in the second half of 1958. Pros- 
pects are equally divergent as regards dollar billings. 
One company anticipates an increase, one a decrease, 
and another no change from first-half levels. Two 
companies say their second-half billings will equal 
those of the same period last year, but one expects 
them to be less. 

Production rates will in every case be kept in line 
with dollar billings. As one manufacturer explains: 
“Customers continue to buy on a hand-to-mouth basis, 
so present production scheduling is necessarily likewise 
on a day-to-day basis, heavily dependent on the order- 
ing pattern of our customers.” 

Dollar inventories have been cut back since the be- 
ginning of 1958 by two of the reporting companies but 
have edged upward for a third. Inventories in relation 
to sales volume are lower now than they were at the 
start of the year in two companies, but are slightly 
higher in another company. 

One producer finds it necessary to maintain rela- 
tively high inventories because its manufacturing cus- 
tomers, having reduced their own inventories, “become 
more and more demanding with their suppliers, and 
insist on faster deliveries than formerly, when they were 
willing to schedule orders well ahead.”” Two companies, 
however, plan decreases in inventory during the second 
half of 1958. 

No difference in capital expenditures as between the 
first and second halves of 1958 is expected in two of the 
companies, but a third will curtail capital outlays to 
some extent during the latter half of the year. 

The outlook for profits is mixed, with one manu- 
facturer expecting no change in pretax earnings during 
the latter half of 1958, and two others expecting some- 
what higher earnings than in the first half. For the year 
as a whole, pretax profits will be above those of 1957 
for one company, “down substantially” for another, and 
“only slightly below” 1957 for a third. 

“As a result of numerous operating economies,” 
writes one manufacturer, “‘we could probably duplicate 
the 1957 profit in 1958 were it not for the likelihood that 
organized union labor will continue to demand higher 
wages, despite business recession and no visible increase 
in productivity.” 


NONMETAL INDUSTRIES 


Apparel and Related Products 


The six apparel manufacturers reporting in this 
survey generally foresee improved business in store for 
their firms during the second part of 1958. Five out of 
the six anticipate that new orders in the latter half of 
the year will be larger than the total received during 
the first six months of 1958, in one case by as much as 
‘“<970%.”? However, several of these producers are careful 
to point out that “ours is a highly seasonal business in 
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which it is customary for new orders in the latter half 
of the year to be greater than in the first half.”? The 
sixth respondent expects new orders to be “approxi- 
mately the same”’ in both halves of 1958. 

Comparing their expected new orders for the second 
half of 1958 with those obtained in the second half of 
1957, three companies report that prospective orders 
will be “larger,” “slightly better,” and “approximately 
1% ahead.” Two additional cooperators predict that 
new orders in the July-December period of 1958 will be 
lower than in the same months of last year, with one of 
the two specifying a “10%” decline. The sixth respond- 
ing company foresees no change from year-ago rates. 

Last-half-1958 dollar billings for five of the six re- 
sponding companies will be higher than those in the 
first half of this year, with one estimating that such 
billings “‘will exceed those in the first half of 1958 by 
30%.’ One company, on the other hand, says that 
it expects “dollar billings for the second half of 1958 
will be approximately the same as those in the first six 
months of this year.” 

Two of these apparel producers anticipate that dollar 
billings for the second half of 1958 will be “‘greater” and 
“1%” ahead of the second-half-1957 level. Two other 
survey participants expect their billings in the latter six 
months of this year will be “less” and “down 8%” from 
year-ago levels, and two more expect “about the same” 
amount as in the second half of 1957. 

Five respondents when comparing their expected 
production rates in the second half of 1958 with those 
of the first half of this year, expect advances, with one 
specifying a gain of “15%.” The sixth cooperating com- 
pany expects that its “rate of production during the 
latter six months of 1958 will be down approximately 
three percent compared with the first-half-1958 rate.” 

Production levels in the final six months of 1958 are 
expected by three respondents to be “‘less,” “down 2%,” 
and “down approximately 3%” relative to second-half- 
1957 production. Two others expect production levels 
to be “about the same” and only one plans a “rate of 
production in the latter six months of 1958 greater than 
that of the second half of 1957.” 

Three respondents report that their midyear dollar 
inventories were larger than at the beginning of the 
year, in one case by “approximately 2%.” The other 
three companies report that their mid-1958 inventories 
are at a lower level than those of January 1, one of the 
three stating that its inventory value was down “5%.” 
One company executive further reports that his com- 
pany’s inventory-sales ratio is “less than it was at the 
beginning of this year.” 

Four of the six responding companies expect to reduce 
their inventories through the second six months of this 
year. In one of these cases the decline is expected to be 
“slight.” A fifth respondent notes: “Although finished 
inventories are expected to decrease during the second 
half of 1958, total inventories values, because of forward 
purchases of certain raw materials, are expected to in- 
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crease by approximately three percent.” The sixth 
company expects “‘to hold inventories about even for the 
remainder of this year.” 

Three companies predict that their “rate of capital 
expenditures will remain about the same” in the second 
half as in the first half of 1958. On the other hand, a 
fourth company states that its “rate of capital expendi- 
tures will increase during the second half of 1958 com- 
pared with the first half.” A fifth company executive 
expects his company’s “‘rate of capital expenditures to 
decrease during the second half of 1958 compared with 
the first half of 1958.” 

All six respondents expect their profits in the second 
half of this year to be higher than those in the first half. 
The president of one company emphasizes the seasonal 
influence on apparel operations by saying: “As is cus- 
tomary in our business, profits for the second half of 
the year should exceed those of the first half.” 

Profits for the entire year of 1958 are expected to be 
higher than those in 1957 for five of the cooperating 
companies; the sixth firm foresees a loss. One of the 
companies expecting a gain in earnings feels “that profits 
before taxes will be approximately 20% ahead of the 
1957 figure.”’ The least optimistic of the six companies 
reports: “Profits before taxes for the second half of 1958 
will not offset the anticipated loss for the first half of 
1958; thus a loss is anticipated for the year 1958 as a 
whole as compared with a small profit in 1957.” 


Chemicals —Inorganic 


The consensus of seven participating manufacturers 
of inorganic chemicals is that their business, as measured 
in terms of new orders received, dollar billings, and pro- 
duction will reach a higher level in the second half of 
1958 than in the first six months of this year, and yet 
will be below the level of the second half of 1957. 

Four survey cooperators expect gains in second-half- 
1958 bookings over first-half results. Two of these re- 
spondents write that new orders will rise “slightly” and 
“14.5%.” The fifth company estimates that its new 
orders in the latter six months ‘‘will be about the same 
as in the first half of 1958.’ And two producers decline 
to comment on this point. As one controller explains: 
“Most of our sales represent deliveries pursuant to long- 
term contracts. Any information that we might present 
to you concerning new orders would tend to be mislead- 
ing in connection with the determination of business 
trends.” 

Five companies address themselves to comparisons of 
second-half-1958 new orders with those of the same 
period a year earlier, two of them predicting declines of 
“10%” and “11.5%,” two others expecting new order 
bookings to be about the same, and one respondent 
looking for an “‘increase.”’ 

Dollar billings in the latter half of 1958 are expected 
to improve over first-half billings in four companies, 
with a “slight” gain and an increase of “15%” being 
cited by two participants. Two other cooperators pre- 


dict that their level of dollar billings will remain un- 
changed and one company that its dollar billings will de- 
cline in the latter six months by “15%.” 

However, when comparisons are drawn for second- 
half-1958 dollar billings versus second-half-1957 billings, 
five companies foresee declines, termed as “little,” 
“moderate,” “6%,” “10%,” and “15%” lower. The other 
two respondents expect their dollar billings in the second 
half of 1958 to exceed those in the corresponding period 
a year ago, in one case by “10%.” 

The production rate in the latter six months of this 
year is expected to increase over that prevailing in the 
first half at three companies, with one respondent de- 
scribing the rise as “‘slight.”’ The dollar value of produc- 
tion will be little different in the first and second halves 
of 1958 in three additional firms. And one producer con- 
templates dropping his output by “7%.” 

Compared with output rates in the second six months 
of 1957, four companies’ production will be “lower,” 
“moderately lower,” “about 10% less,” and “down 
26%,” in the concluding six months of 1958. In contrast, 
two companies expect to increase production, and one 
producer plans no change. 

Dollar inventories have trended downward from 
January 1 to mid-1958 in five companies, with reduc- 
tions of “5%,” “6%,” “8%,” and “10%” reported by 
four respondents. The two remaining firms state that 
their midyear dollar inventories “‘are approximately the 
same”’ as at the beginning of this year. 

Computed as a percentage of sales, mid-1958 dollar 
inventories are said to be higher than those at the begin- 
ning of the year in two of six reporting companies. Two 
other respondents write that their inventory-to-sales 
ratios are ‘“‘the same” as they were on January 1, and 
two firms report declines. 

Looking ahead to the remaining months of 1958, three 
companies expect dollar inventories to decline, in one 
case by a “‘slight”’ amount. Two cooperators plan to in- 
crease their dollar inventories slightly in the second half 
and two firms plan no change from mid-1958 levels. 

Four participating inorganic chemicals firms state 
they will spend more for capital projects in the second 
half of 1958 than they did during the first half. In one 
company the increase will be “substantial,” and in 
another firm: “Capital expenditures during the second 
half of 1958 are expected to exceed those for the first 
half of 1958 by approximately 100%.” This latter in- 
crease is explained by the fact that the last six months is 
“the period of scheduled completion of a large project.” 

Two companies, on the other hand, expect their rates 
of capital expenditures to be reduced from the first to | 
the second half of this year, with one firm describing its 
reduction as “slight.’’ And still another producer will 
hold second-half capital investments at “about the 
same”’ level as in the first six months. 

Second-half-1958 profits before taxes will exceed 
first-half earnings in three out of six reporting com- 
panies. Two of these firms expect the rise to be ‘“‘mod- 
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erate.”’ Profits in the second half will be lower in another 
two companies, in one case by “9%,” and in still another 
firm, pretax profits will be “about equal” to those of the 
first half. 

Only one of six reporting firms believes that profits 
for the year 1958 as a whole will be “greater” than 1957 
profits, the other five companies foreseeing declines in 
1958 earnings from 1957 levels. One of these latter re- 
spondents states that the profit drop will be “slight,” 
but two cooperators expect “10%” reductions and one 
participant estimates that profits will be off by “40%.” 


Chemicals—Organic 


On balance, the fourteen producers of organic chem- 
icals participating in this survey believe that their 
second-half-1958 business activity will exceed or at 
least equal first-half-1958 levels. A mixed pattern 
emerges when they consider second-half-1958 new 
orders, billings and output in relation to their per- 
formance for the same period in 1957. 

Five firms foresee improvements in new order receipts 
in the latter six months of 1958, over first-half levels. 
One of these companies expects a “‘slight” improvement, 
and three others anticipate specific gains of “2.5%,” 
“8%,” and “15%,” respectively. Two companies fore- 
cast no change in bookings, and three producers expect 
second-half-1958 new orders to be “lower,” “slightly 
lower,” and “‘down 20%” from those in the first half. 
New-orders comparisons are not made by four survey 
participants, one of them explaining: “In the chemical 
industry, a comparison of new orders is not applicable.” 

Bookings in the latter half of 1958 are expected to be 
“6%,” and “10%” higher relative to the second half of 
1957, according to two out of ten reporting organic 
chemicals producers. Five other respondents foresee no 
change in their bookings from second-half-1957 levels. 
On the other hand, three companies expect latter-half- 
1958 new orders to be “lower,” ‘“‘down slightly,” and 
“about 10% less than in the same 1957 period. 

Six out of thirteen reporting companies expect their 
second-half-1958 dollar billings to exceed the totals 
attained in the first six months of this year. According 
to five of these participants, the advances will be 
“slight,” “2.5%,” “8%,”” ““10%-15%,”’ and “15%.” The 
sixth cooperator expects his dollar billings to “compare 
favorably with those in the first six months.” However, 
he qualifies his estimate with the thought that “while 
we are hopeful of a moderate upturn in business during 
the fourth quarter (possibly a little more than seasonal), 
we are not planning too heavily on such an event owing 
to the many unpredictable factors of a political or in- 
ternational nature that may influence the economy.” 

Four other companies expect little if any change in 
the level of their dollar billings from the first to the 
second half of 1958. The president of one of these firms 
describes the situation as follows: ‘“‘We can see nothing 
to indicate any change one way or another in the pros- 
pect for our business for the balance of this year. Busi- 
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ness could be better; it also could be worse. Our products 
are used on production lines in industry. When one type 
of business amongst our customers drops off, it seems 
some other type improves to maintain about this ratio 
of comparison.” The three remaining companies feel 
that second-half-1958 billings will be “lower,” “slightly 
down,” and “down 20%” from the first half. 

Comparing forecasted second-half-i958 dollar billings 
with totals for the same period in 1957, four companies 
expect billings to rise (by “2.5%,” “6%,”’ and “10%,” 
in three of these firms); four companies do not foresee 
any appreciable changes either up or down; four com- 
panies predict declines (of “slight”? proportions, “of 
7%, and “of 10%,” in three of these cases). 

The dollar value of production will be higher in the 
present six months than in the first half of this year, ac- 
cording to seven out of thirteen reporting manufacturers. 
The magnitudes of the prospective increases are de- 
scribed by five of these cooperators as “‘slight,” “3%- 
4%,” “5%-10%,”’ “8%,” and “15%.” Five firms expect 
output to hold fairly constant to that of the first half, 
and one company contemplates a production decrease 
in the second six months. 

Seven respondents report that their second-half-1958 
output rates will be “about the same” as in the cor- 
responding six months of 1957. Three companies plan 
to step up their production rates—“‘slightly” and by 
“10%” in two cases. And three companies say that their 
output will be lower in the present period than in the 
second half of 1957. Two of these cutbacks will be “7%” 
and “10%” in magnitude. 

Nine of the survey participants report that at mid- 
1958 the dollar value of their inventories was lower than 
on January 1. Five firms describe the declines as “‘slight,”’ 
and “2%,” “5%,” “10%,” and “15%” below inventories 
on January 1. 

In contrast, three companies say that their dollar in- 
ventories have risen in the first six months of this year 
and two firms have experienced no significant change in 
inventory levels from January to June. The vice-presi- 
dent of one of the three companies reporting a higher 
inventory at midyear than at the beginning of the year 
explains: ‘“We have built up our inventory in the expec- 
tation that we will receive many rush orders from cus- 
tomers who have allowed themselves to run short and 
will require special service.” 

Inventories at mid-1958 computed as a percentage of 
sales are reported to be “lower” than at the beginning of 
the year in five companies, “the same” in another five 
firms, and “higher” in three cases. 

Inventories will trend downward in the latter half of 
this year, according to seven of the participating organic 
chemicals firms. However, five others expect their in- 
ventory levels to hold constant throughout the second 
six months. And the remaining two companies foresee 
some upward movement in dollar inventories, with one 
of them specifying a “1.5%” increase. 

Six reporting producers “do not expect any material 
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change in the rate of capital expenditures during the 
latter half as compared with the first half of 1958.”’ In 
five other companies capital expenditures will be re- 
duced, in one instance by “10%.” One vice-president 
explains that his company’s decline in capital spending 
in the latter half of this year will come about because 
“a major new project we have undertaken will be es- 
sentially completed by that time.” 

Three companies anticipate higher levels of capital 
expenditures in the second half of this year as compared 
with the first half. One of these firms expects a “50%” 
rise in outlays. The second sees a “60%” increase. The 
third respondent explains: ““We are contemplating the 
construction of new plant facilities. For this reason, 
there is a good possibility that our capital expenditures 
in the second half of 1958 will be increased.” 

Profits before taxes for the second half of 1958 will 
exceed those earned in the first six months, according to 
six cooperators. Two of these companies look for profit 
increases of “15%” and ‘‘24%.” Five other companies 
indicate that they expect latter-half pretax profits to 
equal first-half earnings, and one company believes that 
its profits will be “‘equal to or possibly better than”? first- 
half figures. Two additional firms expect their earnings 
to slide from first-half-1958 levels, with one estimating 
the decline to be in the nature of “380%.” 

Cooperators generally expect their profits for 1958 to 
be smaller than in 1957. Nine companies predict that 
their pretax 1958 profits will experience a drop from 
last year’s pretax earnings. One of these cooperators 
writes that profits will be “somewhat below 1957 levels,” 
and another executive states that the drop will be “‘con- 
siderable.”’ More specifically, three executives report: 


e “Pretax profits for 1958 will probably show a decline of 
almost 8% from 1957.”’ 


e “For the entire year of 1958 we think pretax profits will 
be down 10% compared with 1957.” 


e “Our profit, before taxes, for 1958 looks now as though it 
will show a shrinkage of 30% as compared with that in 
1957.” 


On the other hand, four companies estimate that 
1958 profits before taxes will exceed those for 1957, in 
two cases by “10%.” One of these producers points out, 
however, that 1958-over-1957 gain in profits must be 
attributed to “extraordinary expenditures for moderni- 
zation” which reduced last year’s profits. 

The final company reporting in the organic chemicals 
group says that its “profits before taxes for the entire 
calendar year of 1958 will be almost exactly even with 
those for the year 1957.” In explanation of his com- 
pany’s uniform profit pattern, the treasurer writes: 


“Since this company is in the nondurable goods field it 
has not felt the impact of the recession to the same extent as 
durable goods producers. An active new products program 
has enabled sales to be maintained above the previous year’s 
level, although the typical ‘cost squeeze’ has prevented 
profits from rising.” 


Construction Materials 

In appraising their business prospects for the second 
half of 1958, eight out of the ten participating con- 
struction materials companies predict that bookings 
will exceeed those in the first half of this year. Seven of 
these eight companies specify the magnitude of improve- 
ment they expect as follows: “5%,” “5%-10%,” 15%,” 
“40%,” (two companies), “50%,” and “70%.” The two 
other firms predict that their new order receipts will re- 
main unchanged. 

Second-half-1958 new orders will remain at “about 
the same” level as in the corresponding period of 1957, 
according to six of the cooperators. The other four com- 
panies look for improvement in the second half over 
second-half-1957 bookings, increases of “20%,” “25%,” 
and “30%” being mentioned.by three of these producers. 

As in the case of new orders, the majority of construc- 
tion materials cooperators expect their second-half-1958 
dollar billings to exceed those of the first half of 1958. 
Only two manufacturers foresee “little change,” and 
one firm predicts a second-half “decline of 20%.”’ Of the 
seven companies that forecast higher dollar billings, one 
attributes the rise “in part to increased prices.”’ An- 
other producer expects billings to increase “somewhat,” 
and the other five companies look for gains of “2%,” 
“90%,” “40%,” “50%,” and “70%.” 

With regard to the level of dollar billings in the second 
half of 1958 as compared to the same period in 1957, 
five companies look forward to gains, “slight” in one 
case, and of “20%” (two companies), “25%,” and 
“30%.” Three respondents expect that their second- 
half-1958 dollar billings will equal those of the latter 
half of 1957, and another company feels that its dollar 
billings will either ““be about the same or slighily less.” 
Still another company executive observes: “Indications 
are that our billings in the latter six months of this year 
will fall slightly under the year-ago average.” 

Asked about their anticipated rate of production in 
the present half year as compared with output during 
the first six months of i958, seven of the ten respondents 
indicate that their production will trend upwards. Five 
of these seven cooperators list their prospective produc- 
tion increases as “2%,” “10%,”’ “20%,” and “40%” (two 
companies). The remaining three manufacturers plan 
to hold output rates to first-half levels. 

Comparing estimated latter-half-1958 production 
rates with those of the same period in 1957, these ten 
construction materials firms are equally divided be- 
tween those planning no change and those foreseeing an 
increase. In the latter group of five firms, one company 
expects to raise its rate of production “slightly,” an- 
other states simply that it will be “higher.” Still an- 
other firm looks for a “20%” rise, and two participants 
specify that output will increase over second-half-1957 
levels by “30%.” 

Dollar inventories as of midyear are reported by six 
of the cooperating companies to be higher than those on 
January 1, 1958. In two cases, inventories are “slightly 
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higher.” One company states simply that its midyear 
dollar inventory level is “higher than it was at the be- 
ginning of the year,” and three report that it will be 
“up 18%,” “ahead 42%,” and “up 50%.” In this last 
case, the chairman of the board explains: ; 


“Inasmuch as our business is seasonal, there is not much 
significance in the fact that our current dollar inventories 
are 50% higher than at the beginning of the year. It would 
be more significant to state that they are 25% higher than 
they were at the same time last year.” 


Two firms report that current dollar inventories are 
at the same level as they were on January 1, and two 
respondents state that inventories have been reduced, 
in one case by “6%.” } 

Midyear dollar inventories computed as a percentage 
of sales are said to be higher in three of eight reporting 
companies, unchanged in four others, and lower in one 
firm. 

Dollar inventories will trend downward as the year 
progresses, according to six construction materials 
manufacturers. And at the end of 1958, inventory levels 
are expected to be “‘slightly,’”’ ““modestly,” “4%,” and 
“substantially” lower, according to four of these com- 
panies. Another three firms predict that their inventories 
at year end will be equal to the midyear levels. Only one 
company anticipates an increase in dollar inventories dur- 
ing the latter half of this year. 

Five out of the ten participating firms state that their 
expenditures for plant and equipment in the second half 
of 1958 will be higher than during the first six months of 
the year. One producer expects a “‘substantial” increase 
in capital expenditures in the period ahead and another 
states that the rise will be considerable. However, he 
notes that “most of the projects planned this year were 
not ready to be started until the latter part of the 
second quarter, which made outlays for the first half 
purely nominal.” 

Three other cooperators report that their capital 
expenditures are “expected to hold steady in the second 
half of 1958,” and two companies plan decreases as 
compared with capital outlays in the first half of this 
year. An executive of one of these participants explains 
that “our rate of capital expenditures will drop, inas- 
much as we have practically completed our current new 
construction program.” 

Greater profits before taxes in the latter half of 1958 
than those in the first half is the prediction of six of the 
ten cooperators. One of these participants expects a 
“considerable” rise. In another case, profits will be six 
times those of the first half of 1958, but as the spokes- 
man for this company explains: “Our profits in the 
second half of any year can be several times those of the 
first half, since sales of most of our products reach a 
peak in the fall months.” 

Three companies do not expect their profit levels to 
change from the first to the second half of 1958, and 
one survey respondent foresees a 25% decline in profits 
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as compared with those of the first six months of this 
year. 

Viewing the outlook for pretax profits for the entire 
year 1958, four out of nine cooperators reporting on 
this point look for improvement over 1957 levels. In 
one case a “slight rise”’ is expected, and in another profits 
will be higher by “possibly 40%.” The third of these 
four firms anticipates that 1958 profits will be “two and 
a half to three times greater than in 1957.” As the 
president explains: “We have been fortunate in finding 
important new outlets for our products. We have been 
careful not to raise prices and we are doing a very active 
selling job.” 

In contrast, another four companies declare that their 
1958 profits will compare unfavorably with 1957 pretax 
earnings. Two of these producers figure the decline to 
reach “10%” and “15%-20%.” The ninth construction 
materials manufacturer predicts that “profits before 
taxes in 1958 should be about the same as for 1957, al- 
though it is possible that with sales and orders remaining 
fairly stable, the increased costs of labor and materials 
may reduce earnings proportionately.” 


Food, Beverages and Kindred Products 


The nine manufacturers of food, beverages and kin- 
dred products participating in the survey are generally 
optimistic about their business outlook for the latter 
part of 1958. 

Four of the respondents say their second-half-1958 
new-orders receipts will be above those in the first half 
of this year, two indicate they will be about the same, 
and two others see them as being lower. Three of the 
four expecting their new-orders receipts to rise in the 
second half of 1958 anticipate gains of “2%,” “5.4%,” 
and “‘10% to 15%” over first-half levels. The two co- 
operators expecting declines in new-orders receipts 
estimate them at “5%,” and “25%,” respectively, from 
the first-half rates. 

As several cooperators observe, there is a strong 
seasonal factor in their business that influences the 
comparisons of first and second halves of the year. The 
seasonal influence generally favors a heavier volume of 
business in the second half of the year, but one of the 
cooperators reports a seasonal rise in business in the 
first half of the year. 

New-orders receipts during the second six months of 
1958 are expected by six cooperators to be higher than 
those in the corresponding period in 1957. One of the 
six says that it expects the latter half of 1958 to “com- 
pare favorably as to total volume of new orders with 
those in the similar period in 1957.” The other five 
expect their second-half-1958 new-orders receipts to be 
a ie she “4%,” 7 Bo and “20%” higher than 
second-half-1957 levels. A seventh company reports 
that new orders for the second half of the year “‘will be 
about the same as those for the corresponding period of 
1957,” and an eighth says that new orders will be “5%” 
below those of the first half of this year. 
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Several of the cooperating firms in the group agree 
with the president of one company that “‘in our business 
new orders and dollar billings are practically identical.” 
Six of the participating companies foresee gains in dollar 
billings in the second six months of this year as compared 
with the first half, specifying, in three cases, rises of 
“Om,” “5.4%,” and “10% to 15%.” A seventh company 
expects about the same volume of dollar billings in the 
first and second halves of 1958, and the two remaining 
companies say their dollar billings will fall off by “5%” 
and “10%,” respectively. One of the latter two explains 
that the decline in the second half of 1958 “‘is partly the 
seasonal decrease in the physical volume of goods sold,” 
but that it ‘“‘also reflects an expected softening of prices 
in some commodities.” 

Seven of the nine manufacturers indicate that their 
dollar billings in the second half of 1958 will rise above 
those of the same period in 1957. Six of these companies 
specify rises of “‘a slight degree,” “3%,” “4%” (two com- 
panies), “7.3%,” and “20%” above last-half-1957 levels. 
The other two companies in the group say that dollar 
billings for the second half of 1958 will be approximately 
the same as those in the second half of 1957. 

Seven of the nine cooperating firms report that they 
will produce at a higher rate in the second half of this 
year than in the first half. One company thinks that its 
production rate will remain about the same, and the 
ninth company makes no comparison of its predicted 
last-half-1958 production rates with those for the first 
half of the year. Three of the seven companies predicting 
second-half production rates higher than those in the 
first half of 1958 say they will be up about “2%,” 
“5.4%,” and “10% to 15%.” Another of the seven predicts 
that its ‘‘rate of production in the latter six months of 
1958 will be about three and one-half times that of the 
first half. The indicated gain in the second half is a 
normal seasonal increase.” 

Second-half-1958 production levels will be higher 
than those scheduled during the latter half of 1957, ac- 
cording to the plans of seven cooperating firms. The 
anticipated rises will be “‘slight’”’ in one case, “2%-4%,”’ 
“5%,” “7.3%,” and “20%” in four other cases. The 
eighth company does not expect its production level in 
the latter half of 1958 to vary from that of the first half, 
and the ninth foresees a decline of “about 3%.” 

The value of inventories at midyear, 1958, was higher 
than January 1 by “10%,” “40%-50%,” and “100%” 
in three of the cooperating firms. Two other companies 
state that their inventory values were “‘about the same”’ 
on July 1 as on January 1. Four of the cooperators, how- 
ever, report that their inventories at midyear were down 
from January 1, 1958, levels, in one case by “12%” and 
in one case by “35%.” 

Midyear inventory-to-sales ratios were lower than 
those of January 1, 1958, according to three cooperators, 
“about the same” according to three others, and 
“higher” for a seventh firm. 

Four of the nine cooperators in this industry group 
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feel that their dollar inventories will trend downward in 
the latter half of 1958. One of them explains it in terms 
of a possible decline in raw material prices, adding that 
“prices of raw materials produced abroad are subject 
to political actions taken in foreign countries; thus it is 
not possible to predict the trend of prices for these 
materials for an extended period.” 

The trend of dollar inventories will be upward in 
three companies during the second six months of 1958 if 
the expectations of the reporting cooperators are real- 
ized. One of the three expects the rise to be about “3%.” 
An eighth cooperator says its inventory levels will not 
change from mid-1958 to the end of the year. 

Five of the respondents expect that their capital ex- 
penditures will drop during the second six months of 
1958 as compared with the first six months, one of them 
specifying a “‘decline of 12%-14%.”’ The decrease in the 
rate of capital expenditures will result, says one of the 
five, from the fact that his firm is “nearing the end of 
expansion programs started about two years ago.” 

Three firms forecast an increase in capital spending 
from the first half of 1958 to the second half of 1958— 
“about 22% higher,” reports one of them. 

The ninth company reports that its “capital expendi- 
tures rate will probably remain about constant during 
the second half of this year.” 

Only seven of the nine manufacturers report on their 
second-half-1958 profit expectations. Five of the seven 
believe that their profits before taxes will be higher than 
in the first half of 1958. One of the five notes that the 
rise will be “moderate.” A sixth company “does not 
anticipate much change in profits for the second half of 
1958 when compared with the first half’; the seventh 
reports that its before-tax profits will probably decline 
25%’ from the first-half level. 

In comparing prospective profits for the full year 1958 
with those for the year 1957, three of the seven firms 
say their pretax profits will be “somewhat lower,” 
“10% lower,” and “17% lower” for 1958 than they were 
for the year 1957. Two companies do not expect much 
difference in their pretax profits for 1957 and 1958, but 
two other companies foresee 1958 profits as exceeding 
those for the year 1957—“‘somewhat”’ in one case and 
by “a satisfactory amount”’ in the other. 


Furniture and Fixtures 


The seven manufacturers of furniture and fixtures 
view their second-half-1958 business prospects with 
optimism. All seven expect their pretax profits to rise 
above first-half-1958 leveis, and six respondents say 
that new orders booked in the second six months of this 
year will exceed in value those received in the first six 
months. Increases in new orders of “6%,” “10%,” 
“20%,” and “60%” are forecast by four of the respond- 
ents. However, three of these four indicate that they 
can normally count on some increase in business during 
the latter half of the year. Bookings will decline during 
the second six months of 1958 for only one of the firms. 
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New orders during the last half of this year will be 
“3% higher,” “35% higher,” and “more” than those re- 
ceived in the last half of 1957 for three of the survey 
participants. Three others expect that their new orders 
for the second half of 1958 will be lower, by “6% to 
15%,” “15%,” and “32%,” than those received in the 
corresponding half of 1957. The seventh company ex- 
pects the level of new orders to be about the same in the 
second half of 1958 as in the second half of 1957. 

In this industry, one company observes, new orders, 
billings and production tend to “parallel one another in 
their swings.” Last-half dollar billings will be higher, 
according to six of the seven survey respondents, than 
their billings in the first half of 1958. One company, 
however, expects its dollar billings to be lower in the 
second half of the year. 

Three companies expect their billings in the second 
half of 1958 to be lower than in the last half of 1957 by 
“6%-15%,” “15%,” and “32%,” respectively. Two com- 
panies say that billings in the second half of 1958 will 
be equivalent in value to their billings in the second half 
of 1957, and two others say that they will be ‘‘more’”’ 
and “35% higher” than those of the corresponding 
period in 1957. 

Five of the seven cooperators forecast second-half- 
1958 production rates as higher than those maintained 
in the first half of the year, with four of the five pin- 
pointing the expected increases at “10%,” “12%,” 
“20%,” and “60%.” The sixth respondent indicates 
that its production rate in the last half “may possibly 
be below the first half of 1958,” and the seventh sug- 
gests the possibility of a “5% drop” as compared with 
the first half of the year. 

The dollar value of production in the last six months 
of 1958 will be higher than in the second half of 1957, 
according to four of the respondents. Two of the four 
specify increases of “5%” and “35%” above year-ago 
levels, while the two others simply state that they expect 
production in the second half of 1958 to be “higher” 
than production in the second half of 1957. The remain- 
ing three firms report that the rate of production in the 
second half of this year will be lower than in the second 
half of 1957 by “6%-15%,” “15%,” and “32%,” re- 
spectively. 

Midyear inventory values are higher than those of 
January 1, 1958, in four of the reporting concerns. The 
advances are variously described as “slight,” “about 
5%,” “substantial,” and “plus 20%.” In three compa- 
nies, dollar inventories are lower now than they were six 
months ago. The decline has been 10% in two cases, 
25% in the third. 

Inventory-to-sales ratios are reported “about the 
same” now as on January 1, 1958, by four concerns. ‘Two 
others have reduced their inventory-to-sales ratios since 
the first of the year. 

Four of the six survey participants forecasting the 
trend of inventories to the end of 1958 expect decreases, 
one expects only a “‘small change either way,” and the 
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sixth expects its inventory values to “increase about 8% 
over the midyear level.” 

Capital spending will decrease during the last two 
quarters of 1958, according to three of the survey par- 
ticipants. Two others expect their capital expenditures 
to remain at about the level of the first half of the year, 
and the remaining two companies expect that they will 
be higher. One of the latter two respondents mentions 
an increase of “25%’’; the other explains that its expen- 
ditures in the second half will be higher “primarily be- 
cause of some substantial emergency repairs that we 
know will have to be made, and will not include capital 
equipment designed to increase production.” 

All seven of the responding companies predict that 
their before-tax profits will be higher in the second than 
in the first half of 1958. Three companies mention 
specific increases of “2.1%,” “30%,” and “100%.” On 
the other hand, when estimated profits for the full year 
1958 are compared with profits for the year 1957, only 
two of the respondent firms definitely foresee larger 
profits in 1958. These two predict increases of “2%” and 
“80%,” over their 1957 before-tax profits, while the 
president of a third firm says that its profits for the year 
1958 “should equal or surpass those for 1957” and a 
fourth cooperator says its 1958 profits will be “about the 
same” as those for the preceding year. The remaining 
three companies predict that their before-tax profits 
for 1958 will be “down from the 1957 level,” ‘45% 
lower,” and “‘about one half what they were in 1957.” 


Lumber and Products 


All three lumber companies participating in this 
survey expect a larger volume of new orders in the 
months ahead than in the first half of the year. Two say 
new orders in the second half will increase “5%” and 
“6%,” and the third simply states its second-half 
orders will be “better” than those in the first half of 
this year. Furthermore, two of the three respondents 
comparing last-half-1958 orders with those in the same 
period in 1957 expect rises of “5%,” and “10% to 15%,” 
as opposed to one company forecasting a “20%” decline. 

Similarly, all three producers expect to bill a larger 
amount in the second half of 1958 than in the first half. 
In two instances, increases of “5% and “10%” are 
mentioned. Second-half-1958 billings will be “3%” and 
“10% to 15%” higher in two companies, and “down at 
least 20%” in the third in comparison to the second-half- 
1957 levels. One of the two companies expecting to show 
an Increase points out that “the second half of the year 
is always better than the first half’’ in its business. 

Production rates in the second six months of this year 
will rise “4%” and “5%” above first-half levels in the 
two companies reporting on this point. Relative, how- 
ever, to the rate of production that prevailed in the 
second half of 1957, one company expects to register a 
“20%,” decline during the corresponding period in 1958, 
and the second firm expects its production in both 
periods to be “approximately equal.” 
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Dollar inventories at midyear stood “4%” and “10%” 
below the levels at the beginning of 1958, whereas the 
third firm reports that “inventories are up. We are 
fighting hard to keep them from increasing, but we find 
that we must carry a wider range of merchandise to 
maintain our growth of volume.” 

Inventories as a percentage of sales were “larger” in 
mid-1958 than they were in January, 1958, at one com- 
pany but were “more or less constant” at another. The 
sole company forecasting the trend of its inventories for 
the remainder of the year expects a “decrease.” 

Capital expenditures in the second half of 1958 “‘will 
be about the same” as those in the preceding six-month 
period at two companies. The president of the third 
company reports a “72%” reduction from the first half, 
in line with the seasonal demands of his business. 

Profits before taxes in the latter half of 1958 will be 
5% to 10%” and “28%” better than those in the first 
half, according to the two companies making such 
estimates. The same two companies differ in outlook 
when comparing expected profits for the year 1958 with 
those for the year 1957. One of them reports its pretax 
profits will rise by 10%, while the other expects that 
they will fall “approximately 40%”’ below those realized 
for the year 1957. The president of the last-quoted com- 
pany further states: “In general, our feeling is that the 
third quarter of 1958 will probably be our worst quarter, 
with a notable upturn beginning late in September or 
the middle of October.” 

As a general commentary on: fall business prospects, 
the president of one company in the group says: ““We 
feel that the general business outlook is for a rather 
bumpy bottom, which we feel we have just about 
reached. There should be a slow improvement beginning 
in the late fall.” 


Paper and Allied Products 


Seven manufacturers of paper and allied products 
generally expect that business in the second half will at 
least equal that of the first half of the year. These 
companies believe that their second-half new orders will 
either equal or exceed those of the preceding six months. 
Three of them predict “somewhat improved” ordering, 
and a fourth cooperator expects an increase of ‘*2%.” 
The three remaining companies feel that their bookings 
in the second half of 1958 will “probably be just about 
level with those of the first half of 1958.” 

New orders in the second six months of 1958 will be 
“somewhat higher” and “slightly higher” than those in 
the same months of last year, according to two partici- 
pants. Two others expect their second-half new orders 
to be less than those twelve months previous, in one 
case by “6%.”’ The other three survey respondents 
declare that they will book “about an equal amount” of 
new orders in the second half of 1958 to what they 
booked in the second half of 1957. One of these latter 
three explains that, “with our intensified sales efforts and 
new products, new orders for the second half of 1958 


should be about the same as for the corresponding 
period of 1957, despite the general decline in the 
economy.” 

Five of the seven paper products manufacturers pre- 
dict that their second-half-1958 dollar billings will be 
“improved,” “slightly ahead” (two companies), “1% 
higher,” and “up about 6%” in comparison with the 
first-half-1958 levels. The remaining two companies 
foresee dollar billings in the latter haif of 1958 that will 
“probably be on a level with those in the first half.” 

However, only two companies expect that their bill- 
ings in the latter six months of the year will be “slightly” 
and “somewhat” higher than in the second half of 1957, 
as opposed to three companies who predict that their 
second-half-1958 doilar billings will be “somewhat 
lower,” “below,” and “6% below” those in the corre- 
sponding months in 1957. The sixth and seventh com- 
panies report that billings will be “about the same” in 
both periods under consideration. 

According to three of the seven companies, the dollar 
value of their production in the latter half of 1958 will 
be greater than in the first half, whereas two firms ex- 
pect to produce at about the same rate as they did in 
the first six months of the year, and two others are 
planning to cut back on their production. 

Four of the seven respondents predict lower produc- 
tion levels for the second half of this year than prevailed 
in the second half of 1957. Three of the four specify that 
their production rates will decline “slightly,”’ “‘a little,” 
and by “6%.” Two other companies expect “about the 
same’ output as in the second half of 1957, and the 
seventh company will produce “slightly”? more than in 
the second six months of 1957. 

Dollar inventories are said by four companies to be 
higher in mid-1958 than they were on January 1 of this 
year. Three of the four companies specify that their 
inventories rose by “3%,” “4%,” and ““10%-12%.”’ Two 
cooperators’ midyear inventories were valued about the 
same as they were six months ago, while one declares its 
inventories were reduced “‘moderately.” 

Inventory-to-sales ratios as of the middle of this year 
had not changed from levels of January 1, according to 
four respondents. One company, however, showed a 
“slight” rise in its inventory-to-sales ratio, and one 
reports a “slight” decline. The seventh company makes 
no comment on this point. 

Dollar inventories will show little change during the 
remainder of the year, in the estimation of three co- 
operators, and three others expect them to trend down- 
ward. Only one respondent looks for a rising trend of 
dollar inventories as the second half progresses, expect- 
ing a total increase of ““3%.”’ The senior vice-president 
of this last-mentioned company points out, however, 
that “unless orders pick up, we will have to stop the 
trend towards higher inventories, and keep production 
in line with shipments.” 

Capital spending in the second half of 1958 will equal 
that in the first half of 1958 in three of the paper com- 
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panies taking part in this survey, and will decline in 
three others. One of the latter three writes: “I think the 
rate of expenditures for the second half of 1958 will be 
less than the first-half rate, primarily because in the 
first quarter we were still in the process of completing 
large capital expenditures approved more than a year 
ago.” ‘The seventh company states that “capital ex- 
penditures for the remainder of the year are expected to 
show a small increase over those of the first half of 1958. 
This is largely the result of appropriations made in 
previous periods rather than any expected increase in 
- hew authorizations.”’ 

Of the six companies that reveal their pretax profit 
expectations for the second half of 1958 compared with 
those in the first half of the year, two expect increases 
of “5%” and two expect “‘slight”’ increases. Two others 
forecast that second-half profits will be ‘somewhat 
lower” and down “2% to 4%” from year-ago totals. 

Less optimistic are the profit forecasts for the full 
year 1958 relative to profits for 1957. Four firms state 
that their profits for the current year will probably be 
reduced “very much,” “15%,” “22%,” and “under 
those”’ earned in 1957. Two other manufacturers, how- 
ever, expect “profits before taxes for the entire year 
1958 will be comparable to those for 1957.” 


Petroleum Refining 


Three out of the five petroleum companies participat- 
ing in this survey anticipate that their dollar billings in 
the second half of 1958 will rise “slightly,” “by 1%,” 
and “by 4%,” respectively, above the first-half-1958 
level. A fourth company expects them to be “equal or 
possibly increased some,” and the fifth company expects 
a “4%” decline. 

Three cooperators likewise expect their dollar billings 
for the second six months of 1958 to be higher than 
those in the latter half of 1957, a “2%” increase being 
mentioned in two cases, and one of “6%” in the third. 
An additional company reports that its “second-half- 
1958 billings should at least equal those in the second 
half of 1957, with a good possibility that there will be 
some increase.”’ The remaining firm forecasts its dollar 
billings in the coming half of the year “will decline 
slightly” from year-ago levels. 

Production during the latter half of 1958 will be 
“slightly” and “12%” ahead of the first-half-1958 rate, 
according to two companies. Two more expect to pro- 
duce “about the same”’ in both halves of the year, and 
another expects a “1%” decline to occur. Two petroleum 
refineries predict “slightly” lower and “4%”? reduced 
output in the current half year from that in the second 
half of 1957. Two others are planning to produce about 
“the same” amounts as in the corresponding months of 
1957, and only one of the five forecasts that its produc- 
tion rate “will be substantially higher in the latter six 
months of 1958 as compared with the second half of 
1957, largely because of a strike at our plants for an 
extended period last year.” 
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Three respondents report their inventory values were 
lower in mid-1958 by “8%,” “22%,” and “23%” than 
they were at the beginning of this year; at two other 
companies, inventory values rose “somewhat” in one 
case, and by “2%” in the other. Three companies also 
indicate their inventory-sales ratios as of midyear were 
lower than they were on January 1, 1958, while the 
other two indicate these ratios rose in the same period. 

Forecasting the trend of their dollar inventories 
through the end of the current year, three participating 
petroleum refining companies expect higher levels, one 
describing its projected increase to be “‘slight.”’ A fourth 
company believes that its inventories will remain un- 
changed through the second half of the year, while the 
fifth company indicates they will turn downward 
“modestly.” 

Expenditures for capital equipment and improve- 
ments during the last half of this year will accelerate 
over first-half-1958 rates in three of the five refining 
companies. One of these three specifies that it will spend 
“7%” more. Capital spending in the second half at the 
fourth company ‘“‘will be about the same as it was during 
the first six months of this year,” while the fifth com- 
pany expects to cut expenditures down “somewhat.” 

Profits before taxes will be higher in the second half 
of 1958 than in the first half, according to the estimates 
of two of the participating companies. They will be 
unchanged in two others, and will decline in the fifth 
company. The latter respondent qualifies his predic- 
tions of reduced second-half profits with the following 
statement: 


“Industry stocks of petroleum products have shown con- 
siderable improvement since the beginning of the year, 
despite some decline in demand. This improved situation 
may result in a strengthening of prices which have been 
weak for the past ten months. Should prices improve in the 
near future, industry profits would be considerably better 
than now indicated.” 


There is unanimous opinion among the five petroleum 
companies that profits for the full year 1958 will fail to 
match those earned in the full year 1957. One of the five 
indicates that its profits will decline by “10%” and 
another says its decline in profits will be “considerable.” 


Rubber Products 


New business and profits are expected to rise in the 
second half of 1958 in most of the six rubber product 
companies taking part in this survey. Five cooperators 
believe their last-half-1958 new-orders receipts will be 
above first-half levels, in one case “‘slightly” and in 
another by “25%.’’ The sixth cooperator says: “Our new 
orders will be approximately the same in the second half 
of 1958 as in the first half.” 

Three cooperators forecast their new-orders receipts 
in the second half of this year as higher than those in the 
corresponding period of 1957. The other three think 
that new orders will fail to match those of the last half 
of 1957. The declines, say two of the latter three, will 
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be “slight” and “down 25%.”’ One of the three compa- 
nies expecting a rise says it will be “considerable.” 

When comparing their dollar billings for the latter 
half of 1958 with those for the first six months of the cur- 
rent year, five of the six respondents anticipate rises, 
with two specifying that billings will be up “a bit” and 
“slightly” in the second half of the year. The sixth com- 
pany believes that its second-half billings will match 
those in the first half of the year. 

Comparing their prospective second-half-1958 billings 
with the actual results posted in the second half of 1957, 
two companies expect them to be “better” in the cur- 
rent half year, another expects them to be “about the 
same,” and three companies say they will be “lower,” 
“slightly behind” and ‘‘down 25%” from those in the 
second six months of last year. 

By comparison with first-half-1958 production re- 
sults, production in the second half of this year is ex- 
pected to rise in three companies and to remain ap- 
proximately level in two. Those expecting second-half 
rises term them as “‘slightly higher,”’ “somewhat better” 
and “ahead”’ of the first-half totals. 

Production rates for the second six months of the cur- 
rent year will be down “slightly” in two companies, 
“somewhat lower” in a third, and ‘down 25%” in a 
fourth company from the levels maintained in the sec- 
ond half of last year. One manufacturer expects the rate 
of production in the latter six months of 1958 to be 
“higher than it was in the second half of 1957,” and the 
sixth company says the second-half-1958 rate will be 
“about equal’ to that in the second half of last year. 

In terms of dollar value, inventories were lower at 
midyear than they were at the beginning of 1958, ac- 
cording to the reports from four firms. Two of the four 
describe the declines specifically as being “5% and 
“10%” below levels of January 1. In a fifth company 
they were “higher,” and in the remaining firm they were 
about “the same” as when the year opened. 

Inventories as a percentage of sales were unchanged 
at midyear as compared with January 1, 1958, according 
to two companies. They were lower in two others, one 
of which says the decline in the ratio has been “slight.” 
A fifth company indicates that its inventories as a per- 
centage of sales “are on a par with the first of the year.” 

As business progresses into the second six months of 
the year, three of the six firms expect their inventory 
values to trend downward, two expect them to remain 
stable, and one declares that its “inventories will in- 
crease by the end of 1958.” 

Reporting on capital spending through the latter half 
of the year, five of the six rubber manufacturers say 
there will be little change from the first-half expenditure 
pattern. One of the five further comments that capital 
spending for the whole year “‘actually won’t amount to 
much” for his firm. The sixth company plans to increase 
its outlays “slightly”? during the latter half of the year. 

Operations will be more profitable in the second six 
months of this year than they were from January 


through June, according to four of the cooperating com- 
panies. One of the four expects profits to improve “con- 
siderably,” another hopes “‘to have substantially better 
profits,” and the other two declare that profits will be 
“better” and “slightly higher” for the second six- 
month period. A fifth company forecasts that pretax 
profits for the latter half of 1958 will be “the same’”’ as 
for the first half of 1958. 

Before-tax profits for 1958 as a whole will compare 
unfavorably with those for 1957 in four companies. One 
of the four says that its profits will be “down 66%.” A 
fifth company thinks its profits for the year 1958 will be 
“the same’ as those for the year 1957. 


Textile-mill Products 


Two of the four textile-mill companies reporting in 
this survey expect new orders in the second half of 1958 
to exceed bookings in the first half of the year, while a 
third company expects its volume of new orders to be 
approximately the same as it was in the first half. The 
fourth company says that its second-half orders will 
show “‘a decrease of approximately 41%” and attributes 
the decrease “‘to the effect of seasonal products generally 
sold in the first half of the year.” 

Three companies believe that their second-half order 
receipts will be greater this year than they were in 1957. 
One thinks that they will be “‘a little ahead” of last 
year’s second half, another that they will be “not less 
than 10% greater,” and a third predicts a “favorable 
comparison” with the last half of 1957. A fourth com- 
pany expects a “decrease of approximately 15%” in 
bookings as compared with the second half of 1957. 

Expectations with respect to billings are quite similar 
to those for new orders. Two companies expect rises 
described as “‘slight” and “up 33%” in their dollar bill- 
ings for the second half of 1958. One expects its second- 
half billings to be “‘about the same” as in the first half 
of 1958, and a fourth sees a ““22% decrease.” 

In comparing second-half-1958 billings with those of 
the second half of 1957, three companies indicate that 
they will be “up a little,” “up 4%,” and “15% to 20% 
greater.” The fourth firm expects its second-half billings 
to be “13%” below the second half of 1957. 

Only one of the reporting companies expects its pro- 
duction rate to be higher in the second half of 1958 than 
in the first half. Two others say there will be “no 
change,” and one forecasts a drop of “5%” from the pro- 
duction rates of the first half of the year. For two com- 
panies, the second-half-1958 production rates will 
be “somewhat” and “10%” higher than were maintained 
during the second half of 1957. The other two companies . 
say that their production rates will be about the same 
in the second half of 1958 as in the second half of 1957. 

Dollar inventories as of mid-1958 are reported by 
three cooperators to be “up,” “increased about 8%,” 
and “increased approximately 10%” from first-of-the- 
year levels. The fourth firm reports inventory values 

(Continued on page 340) 
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STEEL: FOCUS IS ON AUTO INDUSTRY DEMAND 


FTER a sharp drop in the first quarter, shipments 

of finished steel to fabricators showed signs of 

‘recovery in a rise sufficiently large to bring about a re- 

duction in the rate of liquidation of steel inventories. 

This occurred despite a modest increase in the indicated 
consumption of steel. : 

By June, the general improvement in the steel picture 
was reflected in the highest production rate since 
December, 1957. However, with current consumption 
still exceeding shipments, fabricators apparently re- 
duced their stocks by 1.9 million tons in the second 
quarter, a rate 650,000 tons lower than during the first 
quarter, according to the preliminary estimates of THE 
CONFERENCE Boarp’s series on finished steel inven- 
tories.? 

The most significant influence on steel inventory 
levels in the second quarter was the increase in steel 
buying in May and June. Expectations of a hike in the 
price of steel caused many consumers to buy steel for 
fabricating as a hedge against an increase at the begin- 
ning of the third quarter. 

This factor, together with increased needs for current 
consumption as production levels rose in a number of 
metal fabricating lines, produced a reversal in trend in 
shipments (which began to move upward in May) and in 
steel output (see chart). Since April, when shipments 
were the smallest for any month since the steel strike of 
1956, over-all shipments have increased 23% and ship- 
ments to metal fabricators have risen 20%. 

Steel production, which had been at or near postwar 
lows at the beginning of the second quarter—it was at 
48% of capacity—rose by June to 62% of estimated 
capacity. April is also indicated as the low point in steel 
consumption. 


1 For a detailed description of this series and its uses, see The 
Business Record, June, 1958, p. 228 


Table 1: Quarterly Changes in Steel Inventories in Metal 


Fabricating 
Thousands of Finished Tons 


Quarter Shipments Consumption Inventory Change 
UGS T Mets os wo os 14,789.5 13,548.4 1,241.1 
POGTAEL A ote atime 13,107 .4 13,343.9 — 236.5 
MOST VL Lessis ecenatate 11,300.8 12,977.5 —1,676.7 
MOD TUE ciace voi cious 11,197.3 12,'708.4 —1,511.1 
OBS Toe. sick ots 9,160.0 11,632,1 —2,472.1 
MOSSUUE Sb a aise 8,960.6 10,911.4 —1,950.8 


EN 
Figures for 1958 represent revisions of estimates which appeared in the June, 1958, 
issue of The Business Record, p. 228 
Sources: Federal Reserve Board; Bureau of the Census; American Iron and Steel 
Institute; Taz ConrrreNnce Boarp 
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By June, use of finished steel by fabricators was close 
to the 1958 high set in January. This level of 3.7 million 
tons, however, is still far short of the April, 1957, indi- 
cated consumption of 4.6 million tons, which was the 
highest since the 1956 steel strike. 

Improvement in steel consumption has not been 
shared equally by all the major users. This suggests that 
any real recovery in steel in the second half will depend 
upon the fortunes of a few important users, like builders 
of transportation equipment and nonelectrical ma- 
chinery. 

The greatest declines in steel consumption since the 
hard-goods recession began occurred in automotive 
manufacturing and in other sectors of the transportation 
equipment industry. In the second quarter, builders of 
transportation equipment were consuming only about 
67% as much finished steel as in early 1957. The sharp- 
est drops apparently occurred in the third quarter of 
1957 and the second quarter of 1958. 

Model change-overs and other seasonal factors would 


Table 2: Shares of Finished Steel Consumption 
by Principal Consumers 
Percentage of total consumption in metal fabricating industries; not seasonally adjusted 


1957 1958 
IstQ. 2ndQ. SrdQ. 4thQ. IstQ. 2nd Q. 
Fabricated metal. .... . 463 48.9 525 600 460 52.3 
Structural metal 5 
products piace sae 263 268 28.0 29.1 264 29.2 
Stampings......5.:- 10.9 106 #£10.5 10.9 9.5 104 
TEM CANBS -cccsas, eas utr 7.3 95 11.9 7.9 8.2 10.3 


Furnaces and ranges. 1.9 2.0 Q1 2.0 1.8 2.5 
Nonelectricalmachinery 16.7 164 156 154 148 16.6 


mercial dyad hs «0 9.5 9.4 9.2 9.0 8.3 9.0 
Laundry and miscel- 
lane@ous os. aise «1 3.2 3.0 2.6 2.6 eri 3.1 
Otherwioe eae 6 6 6 6 5 6 
Electrical machinery... 5.8 5.6 5.8 5.9 5.4 5.8 
Electrical apparatus. 4.9 4.8 4.8 4.9 4.6 5.0 
Radio and television. 3 2 oS 3 2 2 
MtUER cote cote ot os 6 6 ae “ff 6 6 
Transportation equip- 
NERE TS Sho ae her 831.2 29.2 262 288 254 25.3 
Autos, trucks and 
DGLES sto vete weiate st st 25.3 23.3 20.5 23.2 204 20.3 
IAIPCIAL byte to ere.e eee 11 igi 1.1 1.0 1.0 1.2 
Ship building....... 1.2 1.2 1.2 1.2 12 14 
Railroad equipment. 3.5 84) 33-7 3.1 ay! ae 
OUR EPS asc sisis cies ho 2 Q 2 2 2 2 
Lo tall’; tatektars deserve xis 100.0 100.0 100.0 100.0 100.0 100.0 


Sources: Federal Reserve Board; Bureau of the Census; Taz ConrerEeNce Boarp 
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Steel in the Second Quarter 


100 
90 
80 
70 
PRODUCTION 
60 As % of capacity 


50 
40 
120 


Fabricated metal products 
January, 1957 = 100. 


110 + Electrical machinery 


100 


Nonelectrical machinery 


CONSUMPTION 


By type of manufacturing 


Transportation equipment 


ACCUMULATION 


INVENTORY CHANGES 


Millions of tons 


Shipments 


1957 1958 


Source: See table 1 


seem to explain the mid-1957 slide of steel use by trans- 
portation equipment makers. This drop in steel use by 
transportation equipment was partly offset by greater 
consumption among fabricators of metal products, and 
electrical and nonelectrical machinery. Steel used by 
the transportation equipment industry in the second 
quarter of 1958 was 15% below first-quarter levels and 
29% behind the same quarter a year ago, a decline that 
chiefly reflected reduced automobile output. The rate of 
decrease in consumption among transportation equip- 
ment builders between the first two quarters of 1958 
was 50% greater than the quarter-to-quarter decline 
during the same period of 1957. Their share of the total 
supply of finished steel was 29.2% in the second quarter of 
1957 and only 25.38% in the same quarter of 1958. 
Producers of fabricated metal products increased 
their consumption of steel in the second quarter of 1958. 
By the end of June, the industry was consuming more 
steel that it had in January 1957, and had improved its 


month-to-month position over May by about 10%. 
Of the total pool of finished steel available for consumption 
by all fabricators in the second quarter, this industry was 
using about 52.3%, as compared with 48.9% in the second 
quarter of 1957, and 46% early this year. 

The electrical and nonelectrical machinery industries 
have not experienced such deep declines. And there has 
been almost no change in the proportion of total con- 
sumption represented by these industries. 

The trend in steel shipments, consumption and inven- 
tories during the remainder of this year would seem to 
depend in some measure on the recovery made by the 
fabricators of transportation equipment. By buying 
finished steel as a price hedge, in May and June, these 
producers retarded an inventory liquidation trend that 
had been moving with increasing momentum since mid- 
1957. New seasonal factors—the model change-over in 
automobiles, for one—are a distorting influence on steel 
consumption patterns in the third quarter. A key to the 
trend of steel inventories in the fourth quarter appar- 
ently lies in the production expectations of the auto- 


ena for 1959. 
mobile industry for Joun J. SmMon 
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unchanged from the January level. Inventory-to-sales 
ratios have remained the same in three of the com- 
panies, but in the fourth company the ratio is higher 
now than it was at the beginning of the year. 

Three companies report that the dollar value of their 
inventories will decline during the second half of this 
year. One of these says that the decline will be “‘slight” 
in his company. The fourth producer expects an upward 
trend in inventories during the next few months “‘be- 
cause of new capacity and the necessity to carry some- 
what larger stocks of raw materials as well as processed 
and finished goods in the additional facilities.” 

As to capital expenditures in the second half of the 
year, two of the three respondents reporting on this 
point say that they will be “somewhat” and “slightly” 
above the first-half-1958 rates. The third says they will 
be reduced-by “50%” in the latter half of the year. 

Only two of the four concerns ventured to forecast 
profit levels for the last half of 1958. The president of 
one firm declined to give an opinion because “‘the sea- 
sonal element makes it difficult to compare expectations 
of profits for the two parts of the year, and it is too early - 
to develop any firm opinions on the comparison between 
1958 and 1957.” Of the two firms reporting on their 
second-half profit expectations, one anticipates no 
change from the first-half-1958 level, and the other fore- 
sees a drop of “19%.” For the full year they will be 
“nearly double” those of 1957 for one firm, but will “‘de- 
crease almost 25% below those of 1957” for the other. 
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Chartbook 


Pa ge“ Series 


Industrial production 
5 Total 


Wholesale prices 


] 1 PNET ORIN ERT CLLGLES akc wast msensad be cWaieuicint or cirayaieg ew Gee H rane oreieN 1947-49 = 100 
PO UMECOMIM OGLE seats cei) oul ere Ginle ete Kiarcle vse 1947-49 = 100 
Sndustrial commodities fet... . a<hare . MegOme ee 1947-49 = 100 
Consumer prices 
MNTUSUCE TES (OM IMOS) neraney hcde cmeesie oiciohe iiss versal AG Faso e & 1953=100 
13 MOUGAIL ED box ccieet perys ca wry Ee eT 1953= 100 
PMI ILCINS USES io Mee ee ee ee ee ase peeks 1947-49 = 100 
HOOd CBE) iF Mas) 5 Sha USNS cic b Sec cs ee ele 1947-49 = 100 
Prices received and paid by farmers 
1 5 eTICCS TECCUVEM a Nee 5 ko WERE case oa bis x's s Satiord esta Rvou te 1910-14=100 
Hee OMDALCy ae Ne nr OLS WERE RO ISAS canterenatlerores 1910-14=100 
PAL yer Clos Pee tee ee Lee te nee remeron a 1910-14=100 
Employment and unemployment (Census)* 
Total KA DATEL OCC er Pisa tires Ce es. c ics ices Thousand persons 
17 Civilian Rel RE RECS at RUSE eres Loss) arelle «ae aualera serosa es Thousand persons 
Civiliatvemployidente sie. Sacco we chek ke ben Thousand persons 
Nonfarm employment’... «woos os se cies cuits «isis lains Thousand persons 
OFT GMM eH Crores Te ieee s sieiehetoe sitiouicis o.3.s us Thousand persons 
Nonfarm employment (BLS) 
POE atte SO ate Se REET ES DRUMS average ow ree Thousand persons SR 
1 Employees in manufacturing...........c.00.eee06 Thousand persons SR 
9 Employees in nonmanufacturing................- Thousand persons SR 
Production workers in durables manufacturing. ....| Thousand persons SR 
Production workers in nondurables manufacturing..| Thousand persons SR 
Average work week 
AU MANUIACEETING 2 7 sdo.0is, alee aareia. ch. 0 les Osis 80 Hours 
21 PDD ara Tal ORB ACE LIEN aaa ola altacesasuacoksiincs,euersisieue Hours 
Noadurables manuiacturing. © aces os sca vies ects « Hours 
Average hourly earnings 
PALL aan UFACEUIING eis c ais.o.0 bers eases otaceuanele sre. ond ei Dollars 
23 Wyrables MAMUlActiTi cys Mets Sis ies Slere“s ease sss Dollars 
Nondurables manutacturing svar. srasteieciearciates avers Dollars 
Average weekly earnings 
POU ATIEACEUNID SS oP ote cae eS 0 oie sie abs Oo oie; = shee S56 Dollars 
25 iiraples’ martntactwwWMNye,.. ous coc ectoieo ae se a cs yee wes Dollars 
MOAAUTAMES MANULACEUITING, oro. o.10, <5) re) ovsvererev ein) 0. 6i'orene-e Dollars 
Personal income 
Tits aT hss ha OES eS, Oe os OE OR eee ae Billion dollars S A R 
27 MCA DOETICOMIC 5 erent cite oie os facie the Sieve. ace iotsisie sos Billion dollars SA R 
Odi Cadh tals's) (ae ee Geren fake Ape ce Re neti Oc Cra Billion dollars S A R 
Instalment credit 
MS ECTIGIOLIS Ay NG a. oc 2PE eae ic coe .a81 a Catal Arouetetene sacs Million dollars S 
31 RC DLVPUCHUS 6 ero) 5 toca gies spe. cuciecedso Sats aioe 'e\ 9 0 eve ae 80s Million dollars S 
Instalment credit outstanding.................0.. Million dollars 
New construction 
Pater Meron Cree cera Nites ito tislu se Mags eer Male svete aces ae Million dollars S A 
37 mUneye aT SET V ACE ote oo ne uals sis vosnutsitses es eis misasianedeveastasess: ene Million dollars S A 
Private nonfarm residential. ..........0c.0cc0s0e00 Million dollars S A 
Business sales and inventories Le 
Muevbet Uativ estat OLIES cee ateyerole che).sy<is.iain ele Os ellelie es exsveaacesisis Million dollars S 
Rita ctie ALC tiers ood aida sitt ie e's Gres Soe wae te aye, oie loses aus Million dollars S 
39 Manufacturing inventories.............eeeeeeees Million dollars S 
Ra tititAGeUe lie ALCS ceaistars\oyeveqe ie dle, oreieialerela ete leiaretdleie Million dollars S 
AVELATIEVCHEOLIOS iy die <i on < die 2)s.8.0ye «06 < Sie! edie ces 6. Million dollars S 
TEYSCa RCE FEZ. JOR 2 RUA Ns ol Se aa Mee SPS car See Million dollars S 
Retail trade: Durable goods stores 
D eventodied erin © er tr ors Nafene © Sis wa chal sVSiole tise che Million dollars S 
41 Gallet ac cf oe oORU noun DOO. BELO CDRom Utica aor Million dollars S 
Inventory-Sales ratio. ......-.22 see e eee eeeeee * 
il trade: Nondurable goods stores 
rereectodes® Ziasieke mad F JSON CeO Gt wae Million dollars S 
43 SS red orc cle eretelarecere oa eral e ene Se eionn aleleceifars Million dollars S 
Inventory-Sales ratio. 0.00. .ce cece ewes ces eee 
fg.: Sal nd inventories 
are eat i‘ 4 ot eS Si i ere a eye eet oc 5 Million dollars S 
45 SA See nM eNom net emer ne T oars, aisienaiat oi vi Siw eielnlsye'S v'tel's Mtareiacele Million dollars S$ 
Inventory-Sales ratio... ....60.6e sce eee ee eensees “2 
durables mfg.: Sales and inventories 
aa aesteta te a ve eke cad woe RUPROS LA Tan IOI OO Million dollars S 
47 EE iy cee Heh oro GIAIGIatOIn DID So hicc COI sen Million dollars Ss 


AUGUST, 1958 


Unit 


1947-49 =100 S 
1947-49 =100 S 
1947-49=100 S 


341 


1958 1957 
June p May April June 
130 a lps 126 145 
138 134 131 163 
127 r 126 125 131 
119.1 119.5 119.3 117.4 
95.6 r 98.5 Ovi 90.9 
125.3 12583 125.5 125.2 
107.5 107.3 107.2 104.5 
108.1 107.8 107.6 102.0 
123.7 r 123.6 123.5 120.2 
121.6 121.6 121.6 116.2 
255 264 264 243 
305 306 306 296 
84 86 86 82 
73,049 71,603 70,681 72,661 
70,418 68,965 68,027 69,842 
64,981 64,061 62,907 66,504 
58,081 57,789 57,349 58,970 
5,437 4,904 5,120 3,337 
50,289 50,144 50,054 52,415 
15,247 15,203 15,243 16,909 
35,042 34,941 34,811 35,506 
6,328 6,295 6,338 7,609 
5,144 5,129 5,100 5,407 
39.2 r 38.6 38.3 40.0 
30 6 r 39.1 38.8 40.5 
Soa) P3801 37.7 39.2 
Dee 7212 eat 207 
IE 2.25 r 2.25 2.19 
1.94 1.94 1.94 1.89 
83.10 r 81.83 80.81 82.80 
89.50 r 87.98 r 87.30 88.70 
75.08 773.91 73.14 74.09 
35158 349.9 348.1 350.7 
244.2 242.0 240.9 249.0 
114.3 114.6 113.9 108.3 
3,265 3)252 3,278 3,547 
3,392 3,352 3,401 3,339 
33,054 32,957 32,932 32,608 
47,628 47,148 47,520 48,036 
32,916 32,592 32,808 33,876 
16,416 16,008 16,200 16,476 
n.d. 87,000 787,600 90,6000 
n.d. 52,400 752,100 56,800 
n.d. 50,955 751,486 53,909b 
n.d. 25,116 724,945 28,6176 
n.d. 23,900 723,930 23,9506 
n.d. 16,572 16,511 16,6430 
n.a 10,830 10,770 10,7406 
n.a 5,235 5,163 5,776 
na 2.07 2.09 1.86 
n.a 13,070 713,160 13,2100 
n.a 11,337 11,348 10,8676 
n.a 1S 116 1.226 
n.a 28,999 729,424 31,566b 
n.d. 11,668 711,532 14,296b 
n.d. 2.49 7 2055 2210 
n.a 21,956 722,062 22,3436 
n.d. 13,448 713,413 14,321 
n.d. 1.63 r 1.64 1.565 
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Page* Series 


Merchandise exports and imports 
Exports® 
Imports 


49 


Merchandise export surplus (incl. grant-aid shipments) 


Federal budget receipts and expenditures 
Defense expenditures’ 
For quarterly data see below 


51 


Money supply and turnover 
Privately held money supply® 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers?® 


Bank loans, investments and reserves 


53 


Investments!° 

Borrowings!® 

Excess reserves!° 

Commercial, industrial and farm loans” 


Diffusion index 
Industrial production 
Diffusion index 
Diffusion index, cumulative 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 
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Chartbook Sates 


Gross national product 
Total 
Change in business inventories 
Final demand® 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter.... 
Government purchases of goods and 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 


services 


Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tur Conrerence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. 

1 Includes interest, taxes and wages. ? Prices received divided by prices paid. # Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. § Includes wages and salaries and “other 
labor income.” Includes grant-aid shipments. 7 Military functions of the Defense 
Department. * Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. % Excludes Boston, Philadelphia, 


1957 


June 


1,8136 
1,119¢ 
745¢ 


Million dollars 
Million dollars 
Million dollars 


Million dollars 3,344 


219).7 
135.2 
47.6 
23.1 


Billion dollars 
Billion dollars S 
1s. 


i> 


80,529 
58,319 
558 
—167 
31,919 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


Million dollars 30,522 


126 
ry —4.17 
FAST 29 


145 
—0.75 
42.29 


1947-49=100 S 
it S 
its 


113,541 
60,451 
n.d. 
39.2 
85.9 
48.10 
11,642 
1,206 


94,012 
59,549 
710,833 


96,525 
71,734 
14,1156 
40.0 
89.7 
3197 
10,941 
1,037 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl, sp. S 
Million dollars S 
Hours S 

1947-49 = 100 
1941-43=10 
Number S$ 


Number S$ 1,257 


1958 


II I 
Quarter #| Quarter 


IV 
Quarter 


II 
Quarter 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion doliars 
Billion dollars 
Billion dollars 
Billion dollars 


20 Ob 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 


Million dollars 
Million dollars 


Million dollars —6,735 


Chicago, Detroit, San Francisco, Los Angeles and New York. 10 All member 

0 From Federal Reserve Banks. 1 Weekly reporting member banks. 1 Gre Senor 
product, less change in business inventories. For fiscal year beginning July 1. S-sea- 
sonally adjusted. A—annual rate. R-revised series. é-adticigabed. For the II Quarter 
of 1958, anticipated outlays are: Total, 30.81; Manufacturing, 11.68; and Nonmanu- 
facturing, 18.63. b-May, 1957 for monthly data; I Quarter 1957 for quarterly data. 
c—April. p-preliminary. r-revised. * End-of-month inventory, divided by sales during 
the month. + Debits (annual rate) divided by deposits. tt Diffusion index stated as the 
average duration in months of oy eS or contraction. n.a.—Not available. * Charte 
book of Current Business Trends, (Fourth Edition), Tam ConrERENCE Boarp, 1957 
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Announcements of Mergers and Acquisitions — June 11, 1958 — July 10, 1958' 


., Acquirer 
Description and assets in millions 


eS i ee 
Acoustica Associates, Inc. (over $.1)* 
Washing and cleaning metal parts 
and castings machinery and ultrasonic 
generating equipment mfr. 
Airline Foods Corp. (n.a.) 
(Sub. of R. C. Williams & Co.) 
American Aggregates Corp. ($20.0) 
Gravel, sand, crushed stone and slag 
producer; concrete products, gravel 
plant machinery and equipment mfr. 
American-Marietta Co. ($174.9) 
Paints, resins, chemical and concrete 
products, etc., mfr. 
Armour & Co. ($442.6) 
Meat packer, livestock 
foods processor, etc. 
Boston Sand & Gravel Co. ($3.1) 
Sand and gravel distributor and con- 
crete mfr. ‘ 
Brooks & Perkins, Inc. ($4.3) 
a stampings and assemblies 
Yr, 


slaughter, 


Butler Brothers ($54.5) 
Retail variety-store chain operator 


A. & G. J. Caldwell, Inc. ($.4) 
Rum, gin and vi mfr. 

Calkins & Holden, Ine. (n.a.) 
Advertising agency 

Carter Products, Inc. ($21.9) 
Ethical, proprietary and toiletry 
products mfr, 

Century Food Markets Co. ($8.6) 
Food-market chain operator 


A. B. Chance Co. ($12.9) 
Electric transmission and distribution 
equipment, protective devices, pole 
one hardware and power switches 
mfr. 
Chilton Co. ($13.7) 
Book and magazine publisher 
“paps Pneumatic Industries, Inc. 
n.d. 


ae 


Cochran Foil Corp. (n.a.) 
(Sub. of Anaconda Co.) 
Aluminum foil and rigid aluminum 
containers mfr, 


Colonial Stores, Inc. ($84.2) 
Retail food-store chain operator 


Colorado Milling & Elevator Co. 
$26.1 


Flour and feed mfr.; wheat, other 
grains, beans and coal merchandiser 
Comptometer Corp. ($8.7) 4 
Calculating and dictation-transcrip- 
tion machines mfr. 
Controls Co. of America ($13.6) 
Valves, switches, thermostats and 
other controls mfr. 


Cosden Petroleum Corp. ($55.4) 
Petroleum products producer 


Curtiss-Wright Corp. ($308.8) 
Aviation equipment and components 
and metal and plastic products for 
general industry mfr. 


Curtis & Marble Machine Co. 
(over $.5)* 
Textile machinery mfr. 
Reuben H. Donnelly Corp. (n.a.) 
Direct mail and address directory firm 
Douglas Fir Plywood Co. (n.a.) 
(Affiliate of Roseburg Lumber Co.) 


_ Acquired Unit 
Description and assets in millions 


General Ultrasonics Co. (n.a.) 


Von Allmen Preserving Co., (over $.1)* 


Vanatta Gravel Co. (n.a.) 


Southern Dyestuff Corp. (n.a.) 
Sulphur dyes mfr. 


Mace Meat Co. (n.a.) 
Slaughterer of lambs 


Whittemore Co, (n.a.) 
Sand and gravel business 


Alabama Metallurgical Corp. (n.a.) 
(Acquired 100% ownership by_pur- 
chase of interest of Dominion Mag- 
nesium, Ltd., in) 

Magnesium producer 

I. Lodge Co. 
(Eight variety stores in Pennsylvania 
and New Jersey of) (n.a.) 

Felton & Son, Inc. (over $.3)* 
Rum mfr. 

Seklemian & North, Inc. (n.a.) 
Advertising agency 

Frenchette Co. (n.a.) 

Low calorie salad dressings mfr, 


Bailey Department Stores Co. (n.a.) 
(Sub. of International Mining Corp.) 
Department stores operator 


Joslyn Mfg. & Supply Co. 
(Crossarms, cross braces and ground 
wire molding mfg. plant of) ($.6)2 


Greenberg Publisher (over $.3)* 
Book publisher 

Claud S. Gordon Co. (over $.3)* 
Supplies for heat treatment processes 
mfr, 

Renco-Toledo, Inc. (n.a.) 
Tool automation devices mfr. 


Cochran Continental Container Corp. 


n.d. 
(Acquired 100% ownership by pur- 
chase of 50% interest of Continental 
Can Co. in) 

Rigid aluminum foil containers for the 
baking and frozen food industries mfr. 


Jax Meat Co. 
(Seven supermarkets (Jacksonville, 
Fla.) of) (n.a.) 

Flour Mills of America, Inc. 
(Wheat flour producing mill (St. 
Louis, Mo.) of) (n.a.) 


Kord-Mar Co. 
(Assets of) (n.a.) 


Redmond Co. (over $1.0)* 
Electric motors and special electrical 
rotating equipment mfr. 

Redmond Motors of Canada, Ltd. (n.a.) 
(Sub. of Redmond Co.) 

Cities Service Oil Co. 
(Marketing properties in Dallas, 
Fort Worth, west Texas and eastern 
New Mexico of) (n.a.) 

Continental Copper & Steel Industries, 


Inc. 
(Wooldridge Div. of) (n.a.) 
Self-propelled rubber-tired scrapers 
and related construction equipment 
mfr, 
Barbour Stockwell Co, 
(Instrument div. of) (n.a.) 


Harvey & Howe, Inc. (n.a.) 
Magazine publisher 

Textron, Inc. 
(Coquille Plywood div. of) (n.a.) 


“* Estimated minimum capital from ‘Thomas’ Register of American Manu- 


facturers, 1958” 


AUGUST, 1958 


._, Acquirer 
Description and assets in millions 


Emerson Radio & Phonograph Corp. 
($41.3) 


Television and radio receivers, phono- 
erepbs and high-fidelity instruments 
rt 


Fargo Oils, Ltd. (Canada) ($9.9)5 
Sub. of General American Oil Co, of 
Texas) 
Oil and gas producer 


Farrell Mfg. Co. (over $.5)* 
Truck tanks and semitrailers mfr. 


Federal Paper Board Co. ($37.1) 
Folding boxboard and cartons mfr. 


Federated Publications, Inc. ($8.8) 
Newspaper publisher (Mich. and 
Ind.) 

Flintkote Co. ($100.1) 

Building materials, floor coverings, 
cement, paperboard and automotive 
products mfr. 


Garlock Packing Co. ($23.9) 
Industrial packings mfr. 


General Aniline & Film Corp. ($164.9) 
Coal-tar dyes and photographic prod- 
ucts mfr. 

H. & B. American Machine Co. ($9.4) 
Precision machined aircraft parts and 
components and steel forgings mfr, 


Haley’s Foods, Inc. (n.a.) 


Haveg Industries, Inc. ($4.2) 
Molded plastic materials mfr. 


Heil Co. (over $1.0)* 
Steel truck tanks and truck dump 
bodies, etc., mfr. 

Hevi-Duty Electric Co. ($7.0) 
Electric resistance type industrial 
and laboratory furnaces, trans- 
formers, regulators, meter sockets 
and meter testing equipment mfr. 


Hoag & Provandie, Inc. (n.a.) 
Advertising agency 

Howe Sound Co. (Del.) ($36.4)& 
(Formed by merger of) 


Humble Oil & Refining Co. ($1,524.8) 
Sub. of Standard Oil Co. (New 
ersey) 

Integrated oil producer 

I-T-E Circuit Breaker Co. ($74.4) 
Electric power transmission and dis- 
tribution equipment, radar antennas 
and jet engine subassemblies mfr. 

Idaho Maryland Mines Corp. ($.4) 

Tungsten producer 


F, L. Jacobs Co. ($9.0) . 
Automobile parts and accessories 
mfr. 

Lennen & Newell, Inc. (n.a.) 
Advertising agency 

Litton Industries, Inc. ($53.7) | 
Electronic components, equipment 
and systems and office business ma- 
chines mfr. 


_ , Acquired Unit 
Description and assets in millions 


Allen B. Du Mont Laboratories, Inc. 
(Consumer products div. of) (over 
$5.0)4 
Television receivers, phonographs and 
ees and stereo instruments 
mfr. 


Cumberland Investments, Ltd. (n.a.) 


Siebens Minerals, Ltd. (n.a.) 
(Sub, of Cumberland Investments, 
Ltd.) 
Siebens Oil Producers, Ltd. (n.a.) 
a. of Cumberland Investments, 
td. 


Indiana Oil Equipment Co. (n.a.) 


Federal Glass Co. ($12.2) 
piaeeress and corrugated containers 
mfr. 

Chronicle Publishing Co. (n.a.) 
Newspaper publisher (Marion, Ind.) 


Utah Lime & Stone Co. (over $.5)* 
Limestone quarries and processing 
plants operator 


Yale Rubber Mfg. Co. of Canada, Ltd. 


(n.a.) 
(Affiliate of Yale Rubber Mfg, Co.) 
sea and extruded rubber goods 
mfr. 

Reproduction Products Co. (under $.1)* 
Dry and semimoist diazo sensitized 
products mfr, 

General Trading Co. ($5.2) 

(Over 97% of outstanding stock of) 
Wholesale distributor of automotive 
parts and accessories, industrial sup- 
plies, heavy hardware and steel 
products 

M & S Canning Co. (n.a.) 


American Super-Temperature Wires, 
Inc. (n.a.) 
Specialty wires for high-temperature 
electronic work mfr. 
Robertson Mfg. Co. (n.a.) 
Stainless steel milk transportation 
tanks and food product ta: mfr, 
Eclipse Fuel Engineering Co. 
(Furnace business of) (n.a.) 


Reingold Co. (n.a.) 
Advertising agency : 
Howe Sound Co. (Maine) ($22.0) 
Nonferrous metals producer 
Haile Mines, Inc. ($14.4) 
Tungsten and manganese producer 
Louisiana Furs Corp. (n.a.) 


Canadian Porcelain Co., Ltd. (n.a.) 
a aal as porcelain insulators 
Qs 


Sierra Tool & Mfg. Co. (over $1.0)* 
Aircraft and guided missile com- 
ponents and assemblies mfr, 

Storm-Vulcan, Inc. (over $.5)* 

Boring machinery mfr, 


Merchandising Factors, Inc. (n.a.) 
Advertising agency 

Airtron, Inc. (over $.5)* 5 
Radar and microwave communica- 
tion equipment and components mfr. 


San nnn EEE 


1See The Conference Board Business Record, November, 1957, for sources and 


methods used 


2 Purchase price, The Wall Street Journal, July 8, 1958 
8 Purchase price, Standard Corporation News, July 2, 1958 
4 Purchase price, The New York Times, July 4, 1958 


5 Canadian dollars 


6 Pro-forma consolidated balance sheet, Moody's Industrials, June 13, 1958 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 4 
Description and assets in millions 


McCann-Erickson, Ine. (n.a.) 
Advertising agency 


Mead Containers, Inc. (n.a.) 
(Sub. of Mead Corp.) 

Merchants Refrigerating Co. ($17.8) 
Cold storage and refrigerating plants 
operator 


Morningstar-Paisley, Inc. ($11.0) 
Starches, gums and adhesives mfr. 


Philip Morris, Inc. ($298.7) 
Se capa cigar and smoking tobacco 
ds 


Murphy Corp. ($70.3) 
Crude oil and natural gas producer 


National Telefilm Associates, Inc. 
($32.1) 


Distributor of motion picture films 
for television 


Nemours Corp. (n.a.) 


Nestle-LeMur Co. ($2.9) . 
Cosmetics, toilet goods and ethical 
drugs mtr. 


North American Merchandising Co. 


n.d. 
Greeting cards, gift wrappings, gift 
accessories and stationery merchan- 
diser 

Otis, McAllister & Co. (over $1.0)** 
Food products exporter and importer 


Pacifie Car & Foundry Co. ($37.2) 
Railway and logging cars, heavy duty 
trucks, bulldozers, etc., mfr. 

Purex Corp., Ltd. ($19.1) 

Soaps, cleaners, bleaches, disinfectants 
and detergents mfr. 

Reach, McClinton & Co. (n.a.) 
Advertising agency 

Fletcher D. Richards, Inc. (n.a.) 
Advertising agency 


River States Oil Co. (n.a.) 
(Sub. of Murphy Corp.) 
Retail and wholesale marketer of 
gasoline, fuel and lubricating oils 
Rockwell-Standard Corp. ($137.0) 
Automotive metal products mfr, 


Smith-Corona Marchant, Inc. ($72.5)? 
(Formed by merger of) 


Socony Mobil Oil Co. ($3,105.3) 
Integrated petroleum producer 

Standard Packaging Corp. ($21.9) 
Products to package and preserve 
foodstuffs mfr. 

Sun Chemical Corp. ($28.4) 
Printing inks, paints, coated products 
and textile chemicals mfr. 

Sunset International Petroleum Corp. 

($12.8) 

Oil and gas producer 


Tailored Woman, Inc. (n.a.) 
Specialty store (N. Y.) 


Tekoil Corp. ($11.1) 
Oil and gas producer and consultant 
Telecomputing Corp. ($13.6) 
Electronic equipment mfr. 


Texam Oil Corp. ($1.1) 
Owns and manages mineral rights 
and royalty and leasehold interests in 
oil and gas properties 


Acquired Unit : 
Description and assets in millions 


oa Advertising Agency, Inc. 
n.d. 
Advertising agency 


Grand Rapids Container Co. (n.a.) 


atigns it Airey & Cold Storage Co. 

n.d. 

Warehousing and freezing plants 
operator 

Thurston & Braidich (over $.5)* 
Importer and processor of water- 
soluble gums 

Benson & Hedges (Canada), Ltd. (n.a.) 
Cigar and cigarette mfr. 


Lake Superior Refining Co. (n.a.) 


Superior Refinery Owners, Inc. (n.a.) 


United Television, Inc. 
(Outstanding stock of) (n.a.) 


Tramco Industries, Inc. 
(Controlling interest in) (n.a.) 
Automatic transmission parts mfr. 
Tramco Mfg. Co. . 
(Controlling interest in) (n.a.) 


196 Sh, frgtors Laboratories, Inc. (over 


Pharmaceutical products mfr. 
Southland Greetings (n.a.) 


Duncan Coffee Co. ($13.5) 
(All outstanding stock of) 
pune and tea processor and distribu- 
or 
Peterbilt Motors Co. ($3.0)! 
Heavy trucks mfr. 


Allen B. Wrisley Co. ($2.2) 
Soaps and toiletries mfr. 


Banning Co. (n.a.) 
Advertising agency 

Brooks, Smith, French & Dorrance of 
the Pacific Coast, Inc. (n.a.) 
Advertising agency 

Northeast Oil Co. (n.a.) 
Refined petroleum products marketer 


ee & Engineering Co. (over 


(99.5% of outstanding shares of) 
Airplanes mfr. 
Smith-Corona, Inc. ($49.8) 
Typewriters and office machines mfr, 
Marchant Calculators, Inc. ($22.7) 
Calculating machines mfr. 


Robins Oil Co. (n.a.) 


Johnston Foil Mfg. Co. (over $1.0)* 
Aluminum, tin and lead foil mfr. 


Coating Materials Laboratory, Inc. 
(over $,3)* 
Industrial coatings and finishes mfr. 
McRae Oil & Gas Corp. ($6.9) 
Acquires, explores, develops and 
operates interests in oil and gas 
properties 
Jonasson’s Inc. (n.a.) 
(Sub. of Oliver Tyrone Corp.) 
pope specialty store (Pittsburgh, 
a. 


Petroleum Technologists, Inc. (n.a.) 
Laboratory and engineering service 
Autron, Inc. 
(Certain assets of) (n.a.) 
Summit Electronic Products 
(51% stock interest in) (n.a.) 
Electronics mfr. 


Angelus Oil Co. (n.a.) 


a 


_ Acquirer — re 
Description and assets in millions 


Textron, Inc. ($178.3) : 
Textiles, metals and electronic prod- 
ucts mfr. 


Union Bag-Camp Paper Corp. ($165.2) 
Paper bags, corrugated board and 
boxes, kraft paper and board, tall oil 
and chemicals mfr. 


United States Chemical Milling Corp. 


Chemical process milling of aluminum, 
magnesium, titanium, stainless steel 
and other metals 


U.S. Parking Corp. (n.a.) 
(Affiliate of Development Corp. of 
America and Webb & Knapp, Inc.) 
Mechanical and ramp-type parking 
garage designing, constructing and 
financing 

Vick Chemical Co. ($66.6) 
Household medicinal products, in- 
dustrial, pharmaceutical and labora- 
tory chemicals and toiletries mfr. 


Waldorf System, Inc. ($7.9) 
Restaurant chain operator 


Wayne American Co. (n.a.) 
jotntly with 

C. H. Wheeler Mfg. Co. (over $1.0)* 
Condensers, pumps, vacuum equip- 
ment, etc., mfr. 

Whitehead & Hoag Co. (over $1.0)* 
Medals, plaques, emblematic jewelry 
and business machine scales mfr. and 
plastic products fabricator 


Acquired Unit — 
Description and assets in millions 


Waterbury Farrel Foundry & Machine 
Co. ($16.8) 

Metalworking machinery, rolling 
mills, power press equipment, eyelet 
machines and wire drawing equip- 
ment mfr, 

Miller & Miller, Inc. (over $.3)* 
Printed labels and containers for the 
food industry mfr. 


Missile-Air (n.a.) 
Precision sirborne and spaceborne 
components mir. 


Hydro-Metal Spinning Corp. (over $.1)* 
Precision airborne and spaceborne 
components mfr, 

Foto-Etch Circuits (n.a.) | 
Printed advanced circuits mfr, 

Paul Omohundro Co, (n.a.) 

Fiber glass laminated structures mfr. 


Bowser Parking Systems, Inc. (over 
* 


Mechanical parking equipment mfr, 


Waiker Laboratories, Inc. ($1.7) 
Pharmaceutical products mfr. 


laza Cafeteria (n.a.) 
(Pompano Beach, Fla.) 

Moore’s Allapatah Cafeteria (n.a.) 
(Miami, Fla.) 


Carver Foundry, Inc. (n.a.) 
Castings mfr. 


Creative Plastics Corp. 
(Mfg. and sales facilities of) (n.a.) 
Insulation grommets for the aircraft 
and electronic industries mfr. 


* Estimated minimum capital from ‘‘'Thomas’ Register of American Manu- 


facturers, 1958” 


+** Estimated minimum capital from ‘‘Thomas’ Wholesale Grocery and Kin- 


dred Trades Register, 1954’ 


1 Purchase price, Moody’s Industrials, July 4, 1958 
2 Pro-forma consolidated balance sheet, Moody’s Industrials, June 10, 1958 


Suburban Business 
(Continued from page 317) 


stantial rise in real income. Measured in 1957 dollars, 
26% of the nation’s consumer units in 1947 had annual 
incomes exceeding $6,000, while last year that ratio was 
half as big again. It is reasonable to assume that as 
families move up the income scale, they tend to take on 
the habits and ways which go with their new status. 

On balance, the department store industry has dem- 
onstrated a remarkable resiliency through the postwar 
years. While certainly a declining share of market, no 
matter how slight, can give scant comfort to big-store 
management, developments must be appraised in terms 
of the challenge of the times. The major tide of change, — 
the vast and persistent reshuffling of the nation’s mar- 
ket, imposed particularly difficult problems on the in- 
dustry. They have been mostly met through an exten- 
sive program of branching into suburbia. 


Fasian LINDEN 


Division of Consumer Economics 


BUSINESS RECORD 


Statistics of Manufacturing Industries 


Transportation equipment —which now ranks first both in value added and in employment 
among major manufacturing industries as they are defined by the government's standard 
industrial classification—has been increasing its output at an average rate of 8% a year 
since 1929. This rate of growth compares with 5% for manufacturing as a whole. 


About 11% of all persons engaged in manufacturing are employed in this industry making 
automobiles, airplanes and other products to keep America on the go. 


The story of this industry’s growth will be the first to be told in a compendium series: the 
Board’s new Statistics of Manufacturing Industries—successor to Basic Industrial Data. 
The composition and performance of the industry and its components will be shown in 
terms of employment, production, profits and other measures. Long-term trends and manu- 
facturing relationships will be revealed in text, charts and tables. 


The appearance of this first number in the series will mark one more stage in the Board’s 
expanding service in providing research tools and materials to American business. 


For “wheeling” right, make use of this new compendium series on major American indus- 
tries. Since individual issues will be sent to Associates only upon request, it is suggested 
that you write now to reserve for yourself a copy of— 


TRANSPORTATION 
EQUIPMENT—Part 1 


[Date of publication will be announced in Previews] 


National Union Strike Benefits—Because striking union members’ ability to do 
without wages for a period of time often determines the outcome of a strike, many 
unions assist these out-of-work employees by paying strike benefits at the national 
union level. This article surveys the practices of seventy-eight unions (with about 60% 
of the country’s overall union membership) and discloses just what assistance each 
union makes available to striking members. 


State Welfare Fund Laws—Six states in the past three years have passed welfare fund 
disclosure laws aimed at correcting abuses recently publicized in the management of 
pension and welfare funds. Basic provisions of these six laws are examined and 


compared. 


Union Security: A Reappraisal—This summary of a speech by Walter Gordon 
Merritt gives his views on the important issue of union security. 


The Thermos Company Follows Through—In too many cases, companies fail 
to follow through with constructive action after an attitude survey is made. The 
Thermos Products Company didn’t make this mistake. Survey results were promptly 
made known to all employees, and follow-up actions were instituted almost immedi- 
ately. The company has continued to make changes, based on the survey findings, over 
a period of more than two years. 


In the July-August Management Record 
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Group Training of Salesmen 

Individual Training of Salesmen 

Sales Contests that Produce Results 
Squeezing More Profits Out of 1959 Sales 
Compensation as a Sales Stimulant 
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THE CONFERENCE BOARD HAS PLANNED A HARD-HITTING MARKETIN( 
CONFERENCE IN SEPTEMBER WHERE SALES LEADERS WILL ANSWER YOU! 
QUESTIONS OF HOW TO MAKE THE WHEELS TURN THE WAY YOU WAN’ 
THEM TO IN 1959. . . SIXTH NICB MARKETING CONFERENCE—WALDORI 
ASTORIA—SEPTEMBER 17-19, 1958 . . . RESERVE NOW BY WRITIN( 
THE CONFERENCE BOARD, 460 PARK AVENUE, NEW YORK 22, N. ¥ 


